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PREFACE
A Tanzanian diplomat once saidi
"When two elephants fight it is the grass
which suffers the most. .. but when the two
elephants make love it is even worse for the
grass."
The African countries are trying to develop in a
world of superpower detente.

The more the superpowers

agree on certain principles concerning their mutual rela
tions, the more the developmental programs of the develop
ing countries may be hindered.

Hostile relations in the

past, for example, often led to competitive aid-giving as
a competitive venture.

The national interests of the

developed and the developing countries are also quite antag
onistic, but their relationship, is a fortiori, more pro
fitable to the developed.

This is why the developing ones

increasingly tend to react to superpower initiatives with
the negative attitude of wanting to break away, to do their
own thing in their own way.

They have come to realize that

dependence on great powers that are motivated by their own
national self-interest objectives is a poor substitute for
energetic national programs and regional cooperation among
the developing countries.
This paper is an attempt to describe the effort made
by the African countries to "do their own thing" in the
capital-needs field.

Their approach involves the

iv
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establishment of a new financial institution, the African
Development Bank, independent of the developed countries.
Why such an independent institution was created, the con
trast between its operations and those of other regional
banks, its current and potential role, and its effective
ness or basic weaknesses are all analyzed in detail in the
thesis.
The thesis is divided into four chapters.
chapter attempts to answer the questions
Africa get capital for development?"
main sources:

The first

"Where does

It examines four

Local savings, trade, foreign investment,

bilateral and United Nations multilateral aid.

It empha

sizes that both the "traditional" and the "modern" sectors
of the African economy are still rudimentary in economic
terms.

Production surpluses are difficult to accrue in a

subsistence-level economy and consequently substantial sav
ings and investments are almost impossible to achieve.
African foreign trade, largely in primary commodities
suffers as a major source of capital or convertible cur
rencies from a syndrome of weaknesses and comparative dis
advantages.

There has, however, been some growth of Afri

can trade with the developed countries in recent years.

It

registers, however, a very negligible percentage when com
pared to the volume of trade carried on by the semi-developed
countries of the Third World, the dire need for foreign ex
change, and the harmful impact of spiraling inflation in
v
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the developed world that has effectively reduced the ability
of developing states to meet their goals.

These and other

difficulties in local savings, private investment, and trade
have produced a growing dependence on bilateral and multi
lateral aid as the critical source of investment financing
in Africa.
Chapter two deals entirely with the African Develop
ment Bank, and discusses it under two headings, namely,
the need for, and the establishment of, the African Develop
ment Bank.

Under the "need for the Bank" rubric the thesis

discusses both economic and political needs.

The economic

include such needs as expressed by the members of the Eco
nomic Commission for Africa (ECA), and those expressed by a
team of economic experts.

The basic political need is that

of the necessity for the Africans to have full control over
development funds set aside for Africa.

Under the second

rubric, "establishment of the African Bank" the thesis
examines the structure, function and management of the Bank.
It also disucces the economic role and impact of the Bank
by examining what kind of projects the bank has undertaken
since beginning its operations.
Chapter three compares and contrasts the African Bank
with the Asian Development Bank.

It shows that the Asian

Bank operates under essentially the same principles as the
World Bank Group.

In this section an effort is made to

answer such questions as*

What are the key differences
vi
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between the modus operandi of the African Development Bank
and that of the Asian Bank?
making systems differ?

How do their voting and decision

What impact do these differences

make in terms of the effectiveness of the African Bank?
In actual operations, how does the African Development
Bank compare to the Asian Bank in terms of capitalization,
funds available for loans, sources for funds, loans
actually made, and the like.
The concluding chapter relates the role of the African
Development Bank to the author's conception of what is
"development."

In this chapter, on the basis of the evi

dence presented in the thesis, the viability of the African
Development Bank is assessed, and its future role estimated.
The author also draws conclusions on whether the African
countries, at this stage of their development, can do with
out aid and loans from the developed countries.

Will the

African Bank contribute to the Pan-African movement by
developing common approaches to developmental problems,
thus increasing the tendency toward political integration?
Or will it be more likely to increase disharmony and dis
unity among them as a result of frustrations growing out
of bank failures to perform as expected?

In summary, this

chapter tries to provide at least some tentative answers
to the basic questions about the African Development Bank
that were posed as the purpose for undertaking this study.
The problem of this paper is singular.

Records and

• •

VII
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data for African countries in general, and the African
Development Bank in particular, are quite scarce.

The dif

ficulty, though not completely solved, is met in part with
a thorough library investigation to discover all of the
materials available on this topic.

Written requests have

also been made to various United Nations agencies, to the
Director of the African Bank at the ADB headquarters in
Abidjan, to Ambassadors of several African states, and to
several United States Senators and Representatives for
official information.

Every effort is made to use all

available primary source materials as well as substantial
number of secondary sources to examine the critical ques
tions related to the creation and operation of the African
Development Bank.

•

•

•

vi 11
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CHAPTER I
INTRODUCTION

WHERE DOES AFRICA GET CAPITAL
FOR DEVELOPMENT FINANCING
The four main sources from which African countries can
obtain capital for development financing are local savings,
trade, bilateral and multilateral aid, and private invest
ment from abroad.

Local savings may be defined as national

currency and resources that are not expended on consumption
and which may be expended on domestic projects within the
developing country.

Trade involves an exchange of goods be

tween a developing country and the outside world, in which
the former tries to earn more than it spends so that the
surplus can be used to finance development projects.

Bi

lateral aid is the transfer of any form of resources, goods
or money from a developed country directly to a developing
country in the form of grants or loans.

Multilateral aid

represents goods or money transferred to a developing coun
try by loans or grants provided by an international agency,
such as the World Bank, the International Development Asso
ciation, and the International Finance Corporation.

And

private investment from abroad includes the financing of
projects in a developing country by private foreign agen
cies or organizations in order to gain profit or interest.
Multinational corporations are most extensively involved
in this form of capital transfer.
1
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This chapter will examine the role that each major
source of development financing has played in aiding the
development efforts of African states during the 1960's
and 1970's.

Each will be studied and evaluated in terms

of how substantially it has contributed to meeting the de
velopment financing problems of African countries.
Local Savings
The centrally planned economies, such as those of the
USSR and China, have demonstrated the importance of local
savings as a reliable financial base for economic develop
ment.^"

The problem of African economic development, how

ever, may not lend themselves as effectively to the use of
local savings as a dependable source of development financ
ing.

The reason for this is that the African economies are

still in very rudimentary forms, and lack surpluses.

Most

current production must be utilized to maintain what are,
in many African states, merely subsistence levels of living}
consequently, no reliable savings can be realized.
The A n d e a n economies can be classified as the "traditional" and the -i-cdem" sectors.

2

The traditional sector

is the subsistence sector of African economy which gives the
bulk of the African populations their livelihood.

This is

the African peasantry which is largely concentrated in
^Paul A. Samuelson, Economics. Ninth Edition, McGrawHill Book Company, 1973* P« 775

2
United Nations*

Economic Survey of Africa, p. 19*
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rural areas, also covering small-scale trade and various
services, but distinguished by limited specialization and
an archaic technology! the lack of substantial marketable
surpluses, and with very meager or no wages.

The modern

sector is the wage-earning sector concentrated in the ur
ban centers and the few more developed areas, consisting
essentially of large expatriate-owned export-import firms,
mining and manufacturing enterprises, large-scale planta
tions and modern tertiary activities, including govern
ment services.

But even in this so-called modern sector,

the wage earning population as well as the wages earned
are relatively very low compared to the wage earning popu
lation and wages in the developed countries.
The distribution of the labor force (ages actively
engaged in full-time employment) among the main economic
sectors in the African countries is 7^- percent in agri
culture, 10 percent in industry, and 16 percent in the
services.-^

This may suggest that the majority of the Afri

can population are self-employed farmers who farm not for
the purpose of accumulating capital but so that they may
have enough to eat, since the agricultural sector of the
African economy is not developed enough to make for a rea
sonable level of agricultural production.

It is mainly in

^Survey of Economic Conditions in Africa. 1972 (Part I ),
United Nations, New York 1972, p. 270.
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the countries of North Africa that the labor force in agri
culture comprises less than 50 percent of the total labor
force.

Ghana in West Africa and the island nation of

Mauritius have labor force structures which are similar to
that found in North Africa.

But most countries of Africa

have more than 80 percent of their labor force in agricul
ture.

The prominence of agricultural employment is asso

ciated with low levels of technical skills throughout the
African countries.

The proportion of professionals, tech

nicians, and related personnel taken together in the Afri
can countries does not exceed 3 percent of the African labor
force, in the 1970's, whereas in the developed countries at
least 15 percent of the labor force possesses these
h,

skills.

This discrepancy between the industrial sector,

and the agricultural sector and the services, becomes
greater when the African countries are considered individ
ually.

For example, in Ivory Coast, the services sector,

in 1967 * employed five times as many workers as the indus
trial sector.

And in Egypt, where the industrial sector is

relatively more advanced than those of other African coun
tries, employment in the services was more than twice that
in industries.

As long as the industrial sector of the

African economy is unable to generate employment, a great
majority of the labor force in the African countries still
depend on employment in the services and peasant agricul
ture for their livelihood.

Appendix-1 shows the

Tbid., p. 270
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contributions of agriculture to the Gross Domestic Product
of some African countries in 1970.

These percentages are

computed at the African Development Bank headquarters based
on questionnaires sent to the African countries concerned.
Appendix A-II shows the share of manufacturing industry in
the Gross Domestic Product of selected African countries.
Both Appendix A-I and Appendix A-II are excerpts from the
African Development Bank's report by the Board of Direc
tors of the Bank covering the period from 1st January to
31st December, 1972.^

These data illustrate that agricul

ture contributes more to the Gross Domestic Product of the
African countries which is likely to have a direct bearing
on the fact that a majority of the African population are
engaged in agriculture.

The following data show the ac

tual distribution of the population of different African
countries in the different economic sectors mostly in the
I960 *s and a few in 1970 .

^African Development Bsnki Report by the Board of
Directors of the AFDB covering the period from 1st January
to 31st December, 1972, pp. 8 and 9 .
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Country

Year

Agriculture

Industry

Algeria

1966

1,293

324

Egypt

1967/70

4,048

Libyan Arab
Rep.

1964

Morocco

Services

Total

578

2,565

1,326

2,900

8,275

144

74

124

388

1970

3,500

583

891

5,850

Tunisia

1966

448

204

325

1,094

Dahomey

1968

631

99

421

1.151

Ghana

I960

1,579

386

595

2,725

Ivory Coast

1964

1,600

42

208

1,850

Liberia

1962

333

35

40

412

Niger

i960

744

4

15

763

Sierra Leone 1963

702

107

98

938

Togo

1970

517

• • •

• • •

666

Gabon

1963

185

16

18

220

Botswana

1967/68

192

12

16

221

Ethiopa

1964/67

5,5 24

• • •

...

5,903

Mauritius

1962

71

50

66

187

Somalia

1963

752

20

107

879

Swaziland

19 66

26

80

21

59

Tanzania

1967

5,078

132

314

379

Ibid. cit. p. 271
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5,5776

7
The labor force participation for all age groups of
the African population has been slowly and steadily decreas
ing since 1960 .^

In i960 , the percentage of the African

population which was involved in one sort of employment or
another was 41.

But recent estimates suggest participation

rates of 39*8 percent in 1965 and 35.9 percent in 1970.

This

decrease in labor force participation may result from rapid
urbanization and the lack of sufficient employment in the
urban areas.

If these estimates are correct, it is easy to

come to some conclusion that without a good percentage of the
African population being employed in one form or another it
is very difficult for them, individually, to subsist, let
alone to talk of the hopefulness of realizing sufficient
savings for national and regional development financing.
The real gross domestic product of developing African
countries as an entity in terms of growth capacity is also
very discouraging.

The annual rate of growth between i 960

and 1965 for all African countries was 4.8 percent.

But

between 1965 and 1969» the figure fell to 4.0 percent, thus
bringing the average annual rate of growth for all African
countries to 4.4 percent in the 1960-1969 period.

The rate

of growth was even lower between 1968 and 1969» 3.8 percent,
Q

which was below the average growth during 1965-1969 period.
^Survey of Economic Conditions in Africa. 1970 (Part I ).
United Nations, New York, 1971» p. 159*
Q

These and the following summarized from Ibid. p. 21
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The growth in per capita gross domestic product was 2.4 per
cent a year from i960 to 1965 and 1.4 percent a year from
1965 to 1969.

There are some countries with very low per

capita incomes in which the population growth equals or ex
ceeds the annual per capita income rates.

In 1969» 21 out

of 46 African countries had total gross incomes of less than

$300 million, and in five of these the total was under $100
million.

A few of the relatively more developed countries

had incomes of $1000 million or more.

The distribution of

per capita incomes in 1969, however, was less than $100 in
15 countries, and between $100 and $199 in 18 countries.
In 1970, the growth rate of gross domestic product of
all African countries was 5*5 percent and in 1971 it fell to
3.4 percent.

To be more specific, in 1971, 19 African

countries recorded either slow or negative growth rates of
gross domestic product.

Algeria recorded a negative growth

rate of -1.4 percent, Libyan Arab Republic -8.1, Guinea
-11.5, Niger -5.0 percent, and Equatorial Guinea - 0 .9 .

The

countries with positive growth rates included 14 with a
growth rate of 5 percent, and 9 with growth rates of 6 and
10 percent.

Two countries, Botswana and Nigeria, recorded

growth rates of 17.7 and 12 percent respectively.

The rapid

growth in Botswana was due to great improvement in agricul
ture, while that of Nigeria resulted from an increase in
Q

the production and export of petroleum.^

9Ibid, p. 44.
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All of the data discussed above tends to support the
basic assumption that local savings, as measured by gross
domestic products of developing African countries offer the
developing countries of Africa little hope that local sav
ings can provide the needed capital.

Besides, the actual

local savings of the African countries as a group still
suffer from comparative disadvantage, namely, it still
ranks lowest in actual local savings when the other develop
ing countries and the developed ones are taken into con
sideration.

The following summary of savings ratio to

total GDP illustrates the situation.

The ratios for 1961-

67 represent a seven-year period, beginning with 1961 and
ending in 1967 •

But the ratios for the years beginning

with 1968 to 1971 are considered annually.

1961-67

1968

1969

1970

1971

Africa

13.8

17.0

16.8

16.0

15.1

Developing Countries

16.2

16.6

16.8

16.6

16. 3

Other Dev. Countries

18.6

16.2

16.8

17.2

17.5

Sourcet

IBRD, 1973 Annual Report.

Local savings, however, cannot play a decisive role
in the financing of the developmental projects of the
African countries.

Local currencies, for example, cannot

be used to pay for imports of machine tools, or any of the
other kinds of hardware needed to increase industrial

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

10
production.

Hard, convertible currency is the essential

form of capital.

Foreign markets, particularly those of

the developed countries, are the major source of capital
useful to economic development.10

For example, in the

early 1960's, foreign trade earnings accounted for about
80 percent of the foreign exchange funds of the develop
ing countries as a group, and over 90 percent of their ex
ports were primary commodities.

Also, in the first half

of the nineteenth century, the United States depended
largely upon cotton exports for its development financing.-*-1
This may suggest that the African countries may lean a
little more to the trades field as against local savings
for money to finance their own economic development.
Trade
Trade between African countries and between the Afri
can countries and the developed countries has a direct
bearing on two factors, namely, the underdevelopment of
the economies of the African countries and the inability of
the African economic commodities to compete with the econonic commodities of the other developing countries as well as
the economic commodities of the developed countries in the
world market.

Most of the economies, particularly the

10Jack C. Plano and Robert E. Riggs, Forging World
Order. Macmillan, New York, 196?, p. 426.
1-LIbid. p. 426.
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agricultural sector, of African countries, are still very
underdeveloped.

In the colonial period, however, the colo

nizer countries made good efforts to develop the production
of certain commodities which could serve as industrial raw
materials for their home countries.

In such instances,

commodities such as cocoa, palm oil and kernel, rubber, and
other such industrial raw materials were produced in abun
dance for cash.

In recent years such commodities are not

marketable the world over if they compete with similar pro
ducts or substitutes produced by the developed countries.
An example is the American soy bean, which has a counteract
ing effect on palm produce, and synthetic fiber which is tak
ing the place of rubber.

The impact of these substitutes is

reflected in the diminished capability of the African coun
tries to trade with the outside world.
Trade capacity of the developing African countries as
a group registered a very significant increase in absolute
figures in the period 1965 to 1969 rising from $ 15.6 billion
in 1965 to $ 20.9 billion in 1969, with imports and exports
accounting for $9.4- billion and $11.5 billion in 1969 as
against $7.9 billion and $7.7 billion in 1965 . ^

This re

sulted in a visible trade balance improvement, rising from
a deficit of $4-20 million to a surplus of $1,4-30 million.

2
These and the figures that follow are summarised
from the United Nations* A survey of Economic Conditions in
Africa 1970.(Part 1). United.Nations. New York, 1971# p. 97
■1
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The annual growth rate of Africa’s exports, over these years,
reached 10.7 percent which compared favorably with the cor
responding figure for world exports which was 10.1 percent.
The income terms of trade which reflect the import purchas
ing power of export earnings increased favorably from 95.2
in 1964 to 144.9 in 1969*

This was slightly lower than in

developed market economies which was 135*9.

The terms of

trade rose from 100 in 1965 to 108 in 1969, and the unit
value of exports rose from 101.0 in 1964 to 110.7 in 1969 .
The latter figures were higher than in developing countries
as a whole which was 103 .0 , and the developed market econo
mies which was 104.9*

Between 1964 and 1969 , the unit value

of imports increased only from 99*0 to 102.9 .

This was the

same as in developed market economies, but higher than the
figure for developing countries as a whole which was 101.0.
The volumes whose rise between 1965 and 1968 had been very
slow, increased favorably in 1969 though less than the in
crease between 1967 and I 968 . The following data shows the
terms of trade of developed and the developing countries, the
developing African countries also included as a groupi
Terms of Trade of Developed and
Developing Countries I960 to 1969 (1966=100)
Net Barter Terms of Trade
Developed market economies
Developing countries
Developing Africa

I960

1965

101.0

1967

1968

90.0

100.0

101.0

101.0

101.0 101.0

105*1

100.0

102.0

101.0

102.0 103*0

99*0

100.0

98.0

97*0

100.0 100.0
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1969

13

Income Terms of Trade

i960

196$

Developed market economies

68.6

100.0 108.4

Developing countries

78.1

100.0 106.5

Developing Africa

73.8

100.0 106.6

South Africa

88.2

100.0 109.7

Souarcei

1966

UN Monthly Bulletin of Statistics, January, 1971.

But if other indicators of Africa's general trade perform
ance during the period under review are taken into considera
tion, some unfavorable features or lack of adequate progress
is observed.

To begin with, whereas the volume of Africa's

trade has increased to a great extent in absolute figures,
there was particularly no rise in the region's share in world
trade.

In the period 1965-1969» Africa's share in world ex

ports was exactly the same as in the period 1960-1965» namely
4.1 percent.

The share of the region's imports declined from

413 percent in the period 1960-1965 to 3*6 percent in the
period 1965-1969 without there being any convincing evidence
that this decline was accounted for by a substantive measure
of import substitution, or by a proportionate decrease in
the import of non-development goods.

The average annual rate

of growth of imports for Developing Africa in 1965-1969
period was at 3.3 percent, only slightly higher than that in
the period 1960- 1965 which was 3*9 percent.

This was much

lower than for developed market economies which was 10.6 per
cent, much lower than the centrally planned economies which
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was 7.5 percent, and much lower than for developing countries
as a whole which was 7.3 percent in the period I965-I969 .
The following data outlines what has just been explained.
Main Country Groups and Developing
A f r i c a ’s Share in W orld Trade

1960100.0

WORLD
Developed market
Economies

1965- I960- 19651969
1965
1968
(in percentages)
100.0 100.0 100.0 100.0
19651968

19651969
100.0

67.8

69.6

70.0

67.7

70.2

7 0.8

Centrally Planned
Economies
10.7

10.5

10.4

10.5

10.0

10.0

Developing market
20.4
Economies

18.9

18.8

20.6

18.7

18.5

4.1

4.0

4.1

4.3

3-7

3.6

Developing Africa
Sourcesx

UN Yearbook of International Trade Statistics. 1968.
UN Monthly Bulletin of Statistics, January 1971

The share of exports from developing Africa in world
exports declined from 4.5 percent in 1970 to 4.2 percent in
1971 and the share of world imports was still at 4 percent
in both 1970 and 1 9 7 1 - ^

The following data will also show

that there was a corresponding decrease in the annual average
growth rate of developing Africa's exports, from 11.7 percent
in the period 1969-1970 to 5 percent for the period 1970-1971.
Trade may constitute a dependable economic sector for capital
^ S u r v e y of Economic Conditions in Africa. 1972 (Part 1).
United Nations, New York, 1973» P* l64.
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formation.

The crucial issues are that the developing Afri

can countries are neither economically self-sufficient to be
able to embark on a profitable trade among themselves, nor
are they able to compete with the rest of the world in the
trade field.

Since world trade is a competitive field which

operates largely on the basis of quantity and quality with
decreasing emphasis on favoritism, most developing African
countries have turned to foreign aid and loans to get their
capital for development financing.

The data below show the

share of developing African countries in world trade in the
1969-1971 period.
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Imports c.i.f. (in
million US $)______
1969

1970

1971

Exports f.o.b. (in
million US $)
1969

1970

1971

WORLD

255,700

293,200

326,500

242,700

278,900

312,100

Dev'ed. market
Economies

205,700

237,000

263,600

193,900

224,000

250,400

Dev*ing market
Economies

500,000

56,200

62,900

48,800

54,900

61,700

Dev'ing. Africa

9,4oo

11,020

12,620

11,280

12,600

13,230

Ind. dev. Africa

8,3^3

9,805

11,320

10,586

11,704

12,084

Dev. Africa’s #
share of world

3.7

3.8

3.8

4.7

4.5

4.2

18.8

19.6

19.5

23.1

23.0

21.4

3*3

3.3

3.5

4.4

4.2

3.9

16.7

17.5

18.0

21.7

21.3

19.6

Dev. Africa as %
of dev. market
Economies
Ind. dev. Africa
as % of world
Ind. dev. Africa as
% of dev. market
Economies

Sourcei United Nations, Monthly Bulletin of Statistics. April, 1973*
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Bilateral and Multilateral Aid
In local savings, the African countries cannot exer
cise sufficient force, taking into consideration their rudi
mentary system of economy.

In the trade field, their power

is quite insignificant vis-a-vis the other developing na
tions and the developed ones.

The greatest opportunity for

the African countries has b een therefore to turn to bilateral
and multilateral aid as a means for development financing.
The African countries have received economic,

social,

and military assistance bilaterally and multilaterally from
regional organizations and from various global agencies
under the United Nations system.

Economic aid includes

such things as technical assistance,

capital grants, develop

ment loans, surplus food disposal, public guarantees for
private investments, and trade credits.

Military aid in

volves the transfer of military hardware, advisory groups,
defense supports, and payments to support friendly mili
tary establishments.1^

"Aid” is a new method of transac

tion between the developed and the developing countries
when compared to international trade and foreign private
investment.

The former is the deliberate transfer of

wealth from rich nations singly or in groups to the poor

^ J a c k C. Plano and Roy Olton, The International
Relations Dictionary. Holt, Rinehard and Winston, Inc.,
New York, 1969»' p. 28.
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nations for the express purpose of bringing the poor nations
toward a closer parity with the rich nations .

^

Africa, as

a region of the developing world, has equally been exposed
to this kind of assistance.
aid has been adulterated.

But, along the way, the idea of
Country-to-country transactions

as well as multilateral ones,

such as those of the World

Bank or the various United Nations agencies, while maintain
ing the name of aid, have sent both gifts and "hard" and
"soft" loans to developing countries in general and the Afri
can countries in particular (Hard loans are loans with very
high interest rates and hard repayment terms, whereas soft
loans have lower interest rates and easier repayment terms).
The magnitude and the interest rate of such aid and loans become
more favorable to the developing nations and the African coun
tries in particular when the developed nations are in poli
tical ideological competition with each other and struggle
for political support from the developing nations.

This was

the case when the Eastern Communist bloc and the Western
Capitalist world, for ideological reasons, were struggling to
make the developing nations either Communist or Capitalist,
or to keep them from joining the opposing camp.
Besides aid and loans given to the African countries
by individual developed countries, the African countries

■^Robert L. Heilbroner, The Great Ascent i The Struggle
for Economic Development in Our T i m e . Harper and Row
Publishers, Ne w York, 1963. p. 113-
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have benefited most from the International Development
Association (IDA) funds than any other organization or agency
because of its soft-loan operations.

The International Bank

for Reconstruction and Development (IBRD) on the other hand,
has been quite conservative in its aid and loan policies to
the extent that the developing countries and the African
countries in particular have become increasingly dis
satisfied and often are forced to seek alternative sources
of funds for development financing.^

Aid and loans given

by Overseas Economic Development Committee (OEDC) membercountries are very negligible percentages of the donor
countries Gross Domestic Product, ranging from 0.1 to 0.7
percent, and are unable to satisfy the developmental needs
of the developing countries.

It suffices here to cite some

examples of development project financing for African coun
tries in the 1970*s to illustrate the kind of financial ar
rangements that have typified their development financing.
In Burundi, for example, the International Development
Association (IDA) has granted a credit of $5 million to
help finance a maintenance project for the road network.

The

project consists of a four-year road maintenance program,
technical assistance and a long-term development plan.

In

June, 1970, IDA granted $380,000 to help finance technical
studies for a road linking Bujumbura to Lake Nyanza.

This

1^Harry A. Johnson, The World Economy at the Crossroadt
A Survey of Current Problems of Money. Trade and Economic
Development. Oxford University Press, New York, 1965* P . 71.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

20
will include the execution of a four-year road maintenance
program (1974-1978), the collaboration of consultant engi
neers to help prepare a framework for the development of
the road network and detailed technical study of the
Ngozimuyinga-Kobero road.

It is estimated that it will take

at least 8 years for a good maintenance organization to be
established.^
In Niger (West Africa), as another example, IDA has
approved a $5 million credit to help finance the improve
ment of Niamey airport, so as to enable large, long-range
aircraft to operate from Niamey.

The credit is a typical

IDA loan with a repayment term of 50 years, including 10
years of grace.

It is free of interest except for a service

charge of 0.75 percent to cover IDA'S administrative expenses.
The project is to be completed by December 31» 1976.

Nigeria,

which is also a West African country, has borrowed from the
World Bank a loan of 54 million Naira for rural agricul
tural development, the cabinet office announced in Lagos.
The loan represents 5° percent of the estimated costs of
rice projects in the East Central and the South Eastern
State of Nigeria.

It also applies to rural agricultural

schemes in the North Central, North Eastern and the North
western states.

The following data are a summary of the

projects just discussed, showing the donor agency, the
_ _

These and the following section are selected from
African Research Bulletin! Economic Financial and Technical
Series, covering February 15 - March 14,1974, Vol. II,
No. 2, p. 3084.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

21
the recipient country, and the amount of aid or loan.
Appendix B also shows other aid and cooperation agreements
made in the 1970*s between the African countries and develop
ment financing institutions not discussed here*
Country

Donor

Amount

Burundi

IDA

$5 million

Bujumbura, Nyanza, etc.

IDA

$380,000

Niger

IDA

$5 million

Nigeria

IBRD

$54 million

Bilateral and multilateral grants and loans supply a
good amount of money for development financing in the Afri
can countries.

However, because of certain beliefs held by

the leaders of the African countries concerning the effects
of such grants and loans on their decision making, freedom,
unity, and development strategies and prospects, they tend
to view such grants and loans as a threat and would prefer
to find better sources of money for development financing.
The reasons for these kinds of beliefs on the part of Afri
can leaders will be examined in a later chapter-.
Private investment from abroad
One of the reasons the developed countries have been
very willing to give a percentage of their Gross Domestic
Product to the developing countries in the form of grants
and low interest loans has been so that such aid and loans
may encourage private companies and corporate bodies from
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the developed countries to make investments.

Both in the

colonial and post colonial periods, most businesses, includ
ing commercial banks in the African countries, were operated
and owned by foreign individuals, companies, and agencies.
While such activities were beneficial to the investors as
well as to the African peoples, a greater need for economic
independence on the part of the African countries has in
duced most African countries to reject investment arrange
ments from foreign countries and to nationalize the exist
ing property of foreign companies and agencies.

This, in

turn, has tended to frighten foreign companies and invest
ors away from investing their money in the buying and the
starting of new businesses in the African countries.
An increasing number of African countries have come to
accept the need for greater participation of their nationals
in the management of their economies.

Many African coun

tries have therefore taken certain steps to ensure that
their nationals rather than foreigners control the exploi
tation of their natural resources.

They justify these ac

tivities by pointing to the fact that the dominance of foreign
enterprises in a number of African economies tended to result
in a sizable portion of their national incomes accruing to
the foreign based corporations in the form of profits, dividends, and high expatriate salaries.

18

nQ

These and the following activities of indigenization
are selected fromj African Development Bank» Report by the
Board of Directors of the AFDB, 1973. PP. 4 and 5.
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Beginning in the 1960*s, when a great number of the
African countries gained their political independence, the
number of the African countries which have transferred the
ownership and control of important parts of their economies
to nationals or public bodies has continued to rise.

In

Kenjra, for example, a new system of control on tourism was
officially announced whereby nationals will gradually take
over the industry.

It is intended that non-citizens are

not permitted to act as tour operators unless at least $1
percent of their share capital is in the hands of Kenyans.
The Kenyan Tourism Development Corporation is progressively
to take over the management of hotels and lodges whollyowned by the Government and/or local authorities.

The lo

calization of the industry is intended to increase the earn
ings from tourism accruing to Kenyan nationals.

In Morocco,

control of certain economic activities is being transferred
from non-Moroccans.

Recent Legislative enactments indicate

that in the future certain areas of economic activities,
which will be specified in due course, will be authorized
only for Moroccans and Moroccan companies.
The Federal Government of Nigeria has recently enacted
an "Enterprises Promotion Decree" which provides that "as
from April, 197^” twenty-one enterprises (Schedule A) in the
small manufacturing services and distribution industries
will be reserved exclusively for Nigerians, the only excep
tion being members of the OAU which have reciprocal agree
ments with Nigeria.

The decree further provides that
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33 enterprises (Schedule B), mainly in the light manufactur
ing sector, will be barred to aliens unless the paid-up
share capital exceeds 200,000 Nigerian pounds or which has
a turnover of 500,000 Nigerian pounds, whichever is con
sidered more appropriate, and that Nigerian participation
must be at least bo percent.
A number of African countries have set up official in
vestigation councils which are expected to formulate appro
priate methods of transferring the management of their
economies to nationals.

In countries which are wholly or

partially dependent on exports of minerals
Libya, Nigeria, Sierra Leone, and Zambia

e.g., Ghana,
control of mining

activities is being progressively acquired by governments.
This attempt on the part of the African countries to replace
the majority of foreign ownership and control of their natur
al resources and other sectors of their economies by domestic
ownership and control, militates against the interest of
foreign companies to make investments in the African coun
tries.

As a result, the African countries are almost com

pletely short of capital funds and technical know-how, which
in the absence of the tendency of indigenization would be
supplied by foreign companies in the form of private invest
ments.

Through not entirely absent, private investment from

abroad may add very little to development financing in the
independent African countries, and it may not be considered
a reliable or substantial source of development financing
in the future.
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In this chapter, four possible sources have been cited
from which the African countries can get their capital for
development financing.

Neither local savings nor income

of foreign exchange from trade offer African countries the
opportunity to secure the capital needed for development
on a substantial scale.

Local savings indicators, such as

the proportion of industrial output to the production of
agricultural output, the percentages of the African labor
force as well as the wage earning population, are not high
enough to make for substantial local savings.

Besides,

local savings cannot play a decisive role in the financing
of developmental projects since local currencies cannot be
used to pay for imports of machine tools and other essential
developmental materials available only from abroad.

In the

trade field, the African countries have registered a very
significant increase in absolute figures but their share in
world trade remains the same, or continuously insignificant.
Private investment from abroad is no more promising,
taking into consideration the effect of indigenization of
the African economies on the investment incentives of for
eign companies.

Bilateral and multilateral assistance seem

to be the main sources of development financing in the de
veloping African countries.

But even in the latter case,

many African leaders view multilateral aid programs with
some cynicism and would prefer other means to secure
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necessary capital.

The reasons why the African countries

do not seem to appreciate the aid they receive will be
discussed in the next chapter.
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CHAPTER II
THE AFRICAN DEVELOPMENT BANK
The African Development Bank was established to ful
fill two important needs, namely, economic and political.
The economic need includes, for example, that expressed by
the members of the Economic Commission for Africa (ECA),
the team of economic experts, as well as many African
leaders— viz., to formulate an instrument through which the
speed of economic development in the African countries
could be expedited.

The political need proclaimed in the

"Spirit of Addis Ababa" of the fifties and the sixties, in
cludes especially the determination of the African coun
tries to do away with all remaining forms of colonialism—
both political and economic.

This was a psychological con

dition experienced by the African leaders (resulting from
their national concern for political independence) which
made them reluctant or unwilling to accept any suggestions
for economic improvement made by any individuals, organiza
tions, or agencies which were not indigenous.

This chapter

will discuss such needs in the context of the process of
creating the African Development Bank (ADB), will try to
show how strengths or weaknesses in the structure, function,
and management of the African Bank reflect such needs, and
to what extent both the economic and political activities
of the African Bank do fulfill such needs.
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The Need for a Development Bank
A.

Economic need.
At the All-African People's Conference held in Tunis

in January

i960,it was

proposed that a special develop

ment fund might "be set up for Africa.

This proposal led

to the adoption of a resolution in favor of setting up an
African investment bank to promote development projects.
The proposal was taken up again at the third session of
the Economic Commission for Africa in February 1961.

The

ECA unanimously adopted a resolution requesting its Execu
tive Secretary, Mr. Robert Gardiner "to undertake a thor
ough study of the possibilities of establishing an African
Development Bank and to report to the Commission at its
next s e s s i o n . T h e Executive Secretary initiated a num
ber of studies, inquiries, and consultations, and assembled
a panel of experts to write a report.

20

The major question to be answered was whether or not
a new institution was needed for the development needs of
African countries.

Attention was drawn by the E xecutive

Secretary and other panel members to a wide variety of
existing and projected multilateral and bilateral agencies
already making substantial loans and other payments from
20John White, Regaional Development Banks The Asian,
African, and Inter-American Development Banks, Praeger
Publishers, New York, 1972,pp. 106-107.
2^United Nations* Economic Commission for African
Fourth Session. Addis Ababa, February-March 19o2, Provisional
Agenda Item 6 WMU Microfilm E/CN, 14/129, P* 3*
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public sources to African countries.

While it was agreed

that there were no objective criteria for assessing the ap
propriate shares of foreign aid to various regions of Africa
it was considered evident that African countries required
more investment than they had received if their economic
growth was to be assured.

The essential feature, there

fore, of a new financial institution was to be that of
"additionality" i.e. it must be effective in securing a
higher net availability of funds for Africai not merely
the substitution of one source of money for another.

22

It

was agreed that a suitable financial institution for Africa
could be instrumental in attracting additional outside in
vestment if efficiently organized and managed.
The panel of economic experts also recognized that
another contribution to be expected from a new financial
institution is that it would perform specific functions
not already performed by existing international or nation
al financial institutions.

Seven such functions were sug

gested, several of which were of supra-national character,
either regional or subregional.

In view of the importance

of close cooperation between African countries the speci
fic areas of concern would be the financing of river basin
development, education and training schemes, markets for
industries, and transport projects to promote intra-regional

22Ibid. cit. p. 3 .
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trade.

Supporters of the African Bank idea on the panel

pointed out that ECA Resolution 27 (III) in its first para
graph refers to capital needs for the execution of "economic
development programmes by concerted action. "2-^
The concentration of projects in individual countries,
it warned, might lead to the lack of regional coordination
and duplication.

For example, cement factories might be

sponsored simultaneously in two or more neighboring coun
tries, although the market might justify only one for the
sub-region.

There was need therefore for a coordinating

body which could compare national programs, not only at the
stage when projects were actually formulated, but at a
prior stage when they were still under consideration.

It

was considered that an African financial institution
would best meet such needs.

It was also suggested that

in the case of projects affecting several countries, a re
gional financial institution could arrange for joint
financing from the countries concerned.
The panel of economic experts noted that by virtue of
its intimate knowledge of current and prospective develop
ment programs, a regional financial institution could also
be instrumental in revealing to outside financial institu
tions or agencies new opportunities for investment.

It

might, in addition, assist in formulating such opportunities
2^Th ese and the following summezi'za8&
p. 5f.

from Ibid cit.
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into sound projects.

Another related contribution was to

be that of simplifying relationships with sources of capi
tal, both the capital market and public sources, and of
providing liaison with both external and national agencies.
A regional financial institution associated with the de
velopmental problems of the African countries would also
more likely be able to present the problems of the region
in the most acceptable way to outside development financial
institutions for loans and grants.
The panel of economic experts also considered another
important function of the prospective financial institu
tion, that of guaranteeing government loans for develop
ment purposes.

This problem had become increasingly impor

tant since, as a result of the political independence of
many African countries, the metropolitan governments could
no longer stand as guarantors for those African countries
which had become independent.

This was considered by the

panel of economic experts to be a proper function for a
regional financial institution which might, for example,
support loans from other agencies by itself providing sup
plementary loans.

Attention was also devoted by the panel

of economic experts to the related function of guaranteeing
private capital.

It was not, however, considered realistic,

at least in the initial stages of a new financial institu
tion, for it to provide guarantees against nationalization
and other political risks.

But by strategic timing of its
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own investment such a body might be able to help in re
storing confidence and forestalling a flight of capital.
Consideration was also given to the fact that capital in
vestment for new development sometimes creates problems of
current expenditure as, for example, in the maintenance of
roads and in providing financial support for teachers in
new schools

If certain long term social expenditures in

such areas as education, could be classified where appro
priate as development expenditure and financed from special
project contributions or grants, development programs might
be generally strengthened.

A regional financial institu

tion could assist in this kind of financing, either
through its own operations, or by channeling grants from
other aid-giving bodies.
The proposed African financial institution was, there
fore, to serve as an instrument in attracting additional out
side investment.

This could be accomplished through the

revelation to outside financial institutions or agencies
new opportunities for investment, or in the presentation
of the developmental problems of the African countries to
outside development financing institutions in the most ac
ceptable way for loans and grants.

This also meant that the

new financial institution would be serving as means of ad
ditional capital for African development financing rather
than the substitution of one source of money for another.
Besides, the new financial institution could provide capital
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for the execution of economic development programs of the
African countries by concerted action.

It could as well

serve as a coordinating body which could compare national
programs to avoid duplication of projects in the same region
Since as a result of the political independence of many
African countries the metropolitan governments could no
more stand as guarantors, the new financial institution was
expected, in the long run, to stand as guarantor for govern
ment loans and private capital for development purposes.
B.

The political need.
The African need to establish a development bank did

not equal the need of the Asians and the Latin Americans
to do the same.
The Asian Bank and the Inter-American Bank resulted
from the need of the developed countries for alternative
channels through which to provide finance, the willingness
of the developed countries as a whole to allow the use of
those channels to lead to a significant increase in the
total flow of resources, and the paramountcy of a particu
lar view of the role of an international financial institu
tion.

The African Development Bank resulted from the Afri

can reaction against the manipulative force of the devel
oped world, and the need to break away from such inhibiting
force and to become the master of its own fate.

Once the

African Development Bank was established and financed,
solely by African countries, the Africans would
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theoretically be able to develop in their own ways and
would not have to submit to the dictates of the World Bank
and other development financing organizations controlled
by the developed countries.
In the late 1950's, an attempt had been made to expand
the role of the United Nations in development financing by
means of a proposal to establish a Special United Nations
Oh

Fund for Economic Development (SUNFED).

The new estab

lishment was suggested to provide the developing nations
with capital grants and low-interest, long-term loans.
This proposal had been deflected by the creation of the
International Development Association as a soft-loan fund
within the World Bank Group, where weighted voting gave
the principal subscribers a controlling say in the use of
the Group's financial resources.

For the African coun

tries, most of which were to attain independence during the
next decade, the failure of the SUNFED proposal was par
ticularly disappointing.

They had looked to the United

Nations, wi !* its principle of equal voting rights for all
members irrespective of size of contributions, as the one
forum in which they could enter into the international
debate on more or less equal terms.

Their position differed

fundamentally from that of other developing countries, most
of which had either succeeded in making an independent

---- 527---------John White, Regional Development Banks» The Asian.
African and Inter-American Development Banks. Praeger"
Publishers, New York, 1972, p. 92.
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place for themselves in the pattern of international rela
tions, or had come to some accommodation with the great
powers.25
J
Conferences held by the leaders of independent Afri
can States in the decade of the 1950s concerned themselves
with the general emancipation of the entire African conti
nent politically and economically.

Such conferences in

cluded the Addis Ababa Conference of Independent African
States, the Tunis Conference, and the Accra Conference.
In the third conference of independent African States held
in Addis Ababa on June 14-24, i 960 , for example, topics of
discussion included the political decolonization of the
African States, the possible ways to bring about political
and economic union of the independent African States, and
the possible measures to curb the further influence of the
metropolitan countries on the political and economic decision making of the independent African States.

2

The con

ference called on the colonial powers to draw up a time
table for the accession to independence of their African
territories, to release all political prisoners immedi
ately and to refrain from any action which might "compro
mise the sovereignty and independence of esrerging
states."2^

2% e e s i n g * s Contemporary Archives 1 Weekly Diary of
World Events, Vol. XII, July 30-August 6 , i960 , p. 17554.
26Ibid. p. 17554.
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Although all the African leaders favored the plans
of decolonization and economic union of the Africans,
they differed in the styles through which such goals could
be reached.

Mr. Ako Adjei (Foreign Minister of Ghana), for

example, appealed for a complete political union of the
African States and addedi
Africa cannot remain unconcerned
and silent while the Big Powers "gamble
humankind's fate" on the„chessboard of
international politics. (
Other countries, however, maintained that the proposal to
form a Union of African States at that moment was prema
ture and proposed a more gradual approach through func
tional organizations based initially on economic, social,
and cultural links.

Since the proposal for the political

Union of African States was too threatening for the very
small African countries who feared the leadership role of
the bigger ones, the alternative proposal of moderate
associations on the basis of economic considerations became
more prominent.

The Deputy Foreign Minister of the United

Arab Republic, for example,
Called on the Conference to be wary
of accepting foreign financial assistance
that "could serve as a stranglehold and
deter independence."28
The conference, therefore, adopted resolutions
2^New York Times. Friday, Ji.ne 17, 1970, p. 9
2^New York Times. June 18, I960, p. 18
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recommending the establishment of a "Joint African Devel
opment Bank" and a "Joint African Commercial Bank" which
would set up funds to be made available for economic and
welfare projects in countries which had attained or were
approaching independence, and serve to integrate them.

The

Conference also recommended the establishment of a Council
for African Economic Cooperation to "organize, co-ordinate,
implement, and maintain African economic u n i t y . j t

was

also proposed at the conference that the recommended Coun
cil for African Economic Co-operation should draw up plans
for the setting up of the two banks, the improvement of
communications between African countries, and the simpli
fication of tariff systems.

The conference also proposed

the setting up of a Council for Educational, Cultural and
Scientific Co-operation in Africa.

While most of these

proposals did not materialize, the need for economic co
operation and integration on the African continent through
a capital disbursing institution remained very prominent
and was given a high level of priority.
Once a resolution was adopted in favor of setting up
an African investment bank, the political tide which fol
lowed was not unexpected.

A committee of nine was set to

consult with the governments of the African countries and
the governments of Russia and Great Britain, etc.

The

^ Keesing's Contemporary Archives, op. cit.,
p. 17555^

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

38
committee divided itself into three teams for the consulta
tions, but they came back with very little hope of con
sensus.

The team which consulted with the governments of

African countries reported some wide divergences of view
among the Africans themselves.

The smaller countries of

Africa wanted subscriptions related to economic capacity,
but with equality of voting rights.

And the larger coun

tries were in favor of smaller differentiation of subscription levels, but with weighted voting rights.

30

These reflected the same kind of problems that the develop
ing African countries as a group had with the developed
world.
The decision as to whether or not non-African coun
tries should be admitted as members of the Bank was one of
the most basic and the most difficult to make.

Once the

African countries were able to reach consensus to com
pletely exclude non-African countries as members of the
Bank, the question of how to attract capital for the es
tablishment of the Bank became the critical issue since no
capital disbursing country was apparently willing to pro
vide the capital without direct participation in the Bank's
decision processes.
The team that went to Western Europe appears
to have received' little more than a polite
hearing. The Scandinavians favored the pro
posals, but they reminded the committee
3°Ibid. cit., p. 9^
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that their own resources were limited— >.
The West Germans declined to take up a firm
position until they had some evidence of
the institutions progress. The Belgians,
the French, the Dutch, and the British were
in varying degrees skeptical.
The team that went to the Soviet
Union and the USA fared rather better. The
Americans responded with enthusiasm. . .
They did indicate, however, that they felt
that the non-involvement of the developed
countries might present problems
.
Inspite of the lack of interest on the part of the devel
oped nations and disagreement among African countries, Mr.
Robert Gardiner, the then Executive Secretary of the
Economic Commission for Africa (ECA), was left with the
duty to make arrangements for the establishment of the Afri
can Bank.

Between 1961 and 1963, Mr. Gardiner was the

dominant figure in the drive to get the Bank established.
He drew on the resources of the ECA and of the UN Secreratiat in New York to provide the necessary staff, and he
was responsible for several crucial initiatives which car
ried the proposal forward.

Other members of the ECA Secre

tariat occassionally filled his place during his absence.
But even ECA participation in the plans for the estab
lishment of the African Bank was too threatening to some
African leaders who were not ready to accept the organiz
ing role of non-African advisers.

Hence, the African lead

ers made an effort to remove the negotiation for the estab
lishment of the African Bank from the ECA's direct sphere
of influence.
31Ibid. cit., p. 95.
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Once the ECA was removed from playing an active role,
the consequences for the Bank were great.

The Africans

were thereby removing the African Development Bank from the
major potential source of loanable funds.
the Bank came into

Nevertheless,

existence on September 10, 1964, re

stricted in membership to African states alone.
The Establishment of the Bank
A.

Structure, function, and management
The Banks headquarters is in Adidjan, Ivory Coast.

Membership in the African Development Bank is confined to
independent states and adjacent islands of the African con
tinent.

Although nothing was said in the articles con

cerning South Africa, it was resolved at Khartoum in 1963
that South Africa should not be eligible until its government terminated its apartheid policies.

32

The highest authority of the Bank is vested in the
Board of Governors, on which each member country of Africa
is represented by a governor and an alternative governor
and has an equal vote.

A governor is

the finance minister

of his country or the occupant of some similar policy mak
ing position.

The Board of Governors usually meets once

a year, reviews the activities of the Bank and audits
Statement of Accounts for each financial year.

It may

elect a new Board of Directors of the Bank, and it also
^2Ibid. cit., p. 102. For complete text of the African
Development Bank Treaty, see Appendix D.
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considers a member of important issues like the admission
of new members and the expulsion of any members who have
not adhered to the articles of the Bank's agreement.

The

latter procedure, however, could be regarded as an u n 
usual action.
The general operations of the Abnk are under the control
of the Board of Directors.

There are nine directors, elected

by the Board of Governors under a procedure which contains
safeguards to ensure an even distribution of voting power.
To be elected, a director has to receive 10 percent of the
total votes.

This means that no director can be elected by a

single country.

Above 12 percent of the total votes, the

support that a candidate receives is deemed superfluous, and
the governors who have cast these surplus votes together
with the governors who have voted for a candidate who failed
to get 10 percent of the total votes, vote in successive bal
lots until nine directors are elected.

The Board of Direc

tors may meet at any time to discuss and carry out the resolutions adopted by the Board of Governors. ^
The Board of Directors elects the President, who is
the Bank's executive head.

The President is elected for a

five-year term of office, which may be renewed.

The Vice

Presidents are elected by the Directors on the basis of the
President's recommendations.
•^African Development Bank» R eport by the Board of
Directors of the African Development Bank, IsT Jan. to
31st Dec. 1973t P- 55-
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The Bank's ordinary capital resources were to be the
subscribed capital stock, funds raised by borrowing, funds
received in repayment of past loans, income derived from
the Bank's loans and guarantees, and any other funds re
ceived which did not contribute "special resources."3^
The Bank is also empowered to receive and administer spe
cial funds.

These funds, however, have to be kept entirely

separate from the Bank's ordinary resources, which would
appear to preclude certain normally accepted uses, such as
a mixture of ordinary resources and special funds as a
means of making the terms of lending more flexible.

The

Bank also made an early assumption of "additionality."
This concept provides that the Bank can build on the foun
dation provided by its paid-in capital, operating mainly
with the funds borrowed on the capital markets of the
developed countries and with special funds provided by the
developed countries as part of their aid program.
The subscription of member states was fixed at
Khartoun in accordance with a formula based on population,
gross national product, foreign trade, and government rev31:
enue. v In order to avoid extreme disparities, minimum and
-

John White, op. cit., p. 107. For more information on
the capitalization of the African Development Bank, see
Appendix D.
33Ibid. p. 102.
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maximum subscriptions were set at the equivalents, respec
tively, of $1 million and $30 million.

The Bank's initial

authorized capital stock was 250 million Units of Account
(U.A.), a Unit of Account being equivalent to $1.18.

By

two decisions of the Board of Governors, made on July 21,
1972, and June 9, 1973, capital has been increased to the
level of 320 million Units of Account.

The initial 250

million Units of Account comprised of 25,000 shares of
Units of Account, but with the recent increment of Units
of Account, the shares have been raised accordingly to
32,000 (each share being 10,000 Units of Account).

The

capital stock of the Bank is exclusively open for sub
scription by African countries.

Each member subscribes

to its initial shares consisting of an equal number of
paid-up and callable shares.

Payments of the amounts sub

scribed to the paid-up capital are made in gold or con
vertible currency.

The total capital subscribed by mem

bers that had joined by the end of June 1968, was
$217,800,000.
up shares.

One-half of this was in the form of paid-

The amount already called, as installments fall

due, was $88,235,000.

Most members were behind with their

payments, while a few, notably the United Arab Republic (UAR),
appeared to have deliberately stopped subscribing.

As a re

sult, the amount actually paid in was only $5^2,596,724-, or
^ Africa South of the Sahara 1^"African Development
Bank-AFDB." Europa Publications Limited, 18 Bedford Square,
London, 1974-, p. 91
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60 percent of the amount due.^*

At July 31* 1973» the

position of subscriptions to the capital was as followpi
Authorized

capital stock

U.A. 320,000,000

Subscribed

shares

U.A. 259,400,000

Additional sharesoffered
for voluntary subscription
by member countries

U.A.

60,600,000

Paid-up capital

U.A. 129,700,000

These data do not include Maritius whose accession became
effective on January 1, 1974.-^
Voting rights are weighted in such a way as to give
the smaller members more than a proportionate share of the
total voting power.

Each member has 625 votes plus one vote

for each share that it holds.

Thus,- a member with a mini

mum subscription of $1 million will have 725 votes, and a
member with the maximum subscription of $30 million will
have 3625 votes, or five times the voting power of the
smallest member, although his subscription is 30 times
greater.

Appendix C shows member countries and their vot

ing power in 1973*

When the member countries are divided

into sub-regions, West and North Africa stand out as ones
with greater voting power with percentages of 37.29 and

27.88 respectively.

The East African countries have as a

group 16.50 percent of the voting power;

Southern Africa

John White, op. cit., p. 102.
^ A f r i c a South of the Sahara, op. cit., p. 91
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10.10 percent, Central Africa 6.9^ percent and adjacent
islands 1.29 percent.

Considered individually, countries

North of the Sahara, for example, Algeria, Egypt, Morocco
and Libya with over six percent each of the total voting
power, stand at the advantage of having more influence over
decision-making as against countries south of the Sahara
with only one country (Nigferia) with over six percent of
the total voting power.

But this is not likely to be so

since as a group countries south of the Sahara have a
greater voting power.

Rather, it may be important to sus

pect that belonging to more or less the same political
group, countries south of the Sahara may have greater in
fluence on the decision-making of the African Bank.
Appendix C gives the complete information on the African
Development Bank member-states and their voting power.
B.

Economic role of the Bank
The fundamental aim of the African Development Bank

is to contribute to the economic and social development of
its members either individually or jointly.

To this end,

it aims at the promotion of investment of public and private
capital in Africa, to use its normal resources to make or
guarantee loans and investments, and to provide technical
assistance in the preparation, financing, and implementa
tion of development projects.
indirect credits.

The Bank may grant direct or

It may operate alone or in concert with
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other financial institutions, and in consortium arrangements. ^
The African Development Bank finances projects which
clearly contribute to the economic development of its mem
bers, particularly those included within regional or nation
al development programs.

A special preference is accorded

to all projects which benefit two or more member countries.
The latter becomes very necessary in view of the fact that
one fundamental aim of the establishment of the African
Bank is to increase inter-African cooperation.

The

Bank,

therefore, gives priority to projects such as transport links,
telecommunication systems, irrigation and flood control,
joinf- production and/or distribution of electric power and
other forms of energy, and in certain cases industrial and
agricultural projects.

4o

A high priority is also given to

projects which demonstrate clear efforts toward achieving
self-help, mobilizing local resources, or assisting Afri
can countries to attract additional foreign capital.
The equity capital of the Bank is used to finance pro
jects which satisfy sound banking criteria.

For this rea

son the Bank does not lend from its equity capital for pro
jects like housing construction, rural water supply, and
hospitals.

Social and other projects which cannot satisfy

39Ibid. p. 91
African Development Banks Loans and Investments.
African Development Bank, BP 1387, Abidjan Ivory Coast, 1972, p.5
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the Bank's criteria for the use of its equity capital are
financed through Special Funds.

Loans for multinational

projects, infra-structure, education and training facilities
and for agricultural projects are normally made to national
governments, with specific responsibility clearly assigned
to certain ministries.

Loans are also considered for semi-

autonomous public institutions as, for example, those pro
viding public services, or those engaged in industrial pro
duction.^
Another means of assiting in the growth of economies
of member countries is by making loans to industrial and
agricultural development banks, corporations, or finance
companies, either publicly or privately owned, and either
sub-regional or national in character.

While the Bank

mainly finances specific projects, loans made to national
development banks and other corporate or finance companies
enable the intermediary institutions to relend for devel
opment projects which are not large enough to warrant
direct loans from the Bank.

Loans made by the Bank to de

velopment institutions are evaluated primarily on the basis
of proven sound administration by the applicants.

The Bank

also supplies technical assistance as part of the loans,
if required, to help new development institutions and to
improve the administration of the existing ones.

The Bank

encourages economic development through loans or suitable
217----------------

Ibid. p. 7.
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equity participation in new or expanding private and
mixed enterprises.

Private projects include industrial,

agricultural and other activities, but with special pre
ference for private projects with substantial and broad
indigenous ownership.

In view of the need to increase the

number of sound development projects presented to the Bank
or other lending agencies for financing, the Bank con
siders loans to hire experts or consulting firms to carry
out feasibility and engineering studies required for multi
national projects.

Loans are also granted by the Ifihk to

development banks, sub-regional development banks or mem
ber governments for the same purpose.
While the Bank's resources are dependent upon pay
ment by member countries of their scheduled subscriptions
to the paid-up capital, the Bank is not in a position to
grant large loans.

There is an upper limit of approxi

mately $8 million for multinational projects and a lower
limit of approximately $3 million for national projects,

li2

although there is room for flexibility if circumstances
warrant it.

These limits do not preclude the Bank from

joining either with local or foreign lending agencies to
finance larger projects.

Except for preinvestment studies,

loans under $100,000 are considered uneconomic and cannot
be financed from the Bank.

In exceptional cases, the Bank

^2Ibid. p. 9.
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will consider modest equity participation in certain en
terprises.

Such participation in equity takes the form

of a direct investment in the common or preferred stock of
the enterprises or the purchase of convertible debentures.
Examples of the possibility of such equity investments may
be investments in industrial concerns, sub-regional or
national development finance institutions, and autonomous
enterprises providing public services.

The Bank may dis

pose of any shares it acquires to local purchasers as soon
as such action is feasible.

These functions give the

AFDB some of the flexibility of the World Bank Group
wherein the International Finance Corporation can engage
in direct equity participation forms of aid.
In addition to direct equity purchases and to grant
ing loans, the Bank uses its charter to guarantee the
loans of other institutions.

Bank policy, however, has

been aimed at acquiring more experience before taking any
initiatives in this direction.

Nevertheless, the Bank

does recognize the favorable effect which such guarantees
might have in attracting external funds and stimulating
the capital markets of member countries.

The Bank, there

fore, has announced plans to keep the question of loan
guarantees constantly under review until the Bank at a
later stage may make use of its guarantee authority, de
pending upon its experience, and the development of its
financial resources.
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Loans granted out of the Bank's equity capital carry
two different rates of interest

The first and higher

rate applies to loans for industrial plant, public utili
ties, toll roads and toll bridges, and other projects af
fording early and substantial income.

Most loans for agri

cultural, for infrastructure projects, for vocational or
specialized higher education, or for preinvestment studies,
carry a somewhat lower interest rate.

Amortization terms

vary with the nature of the project being assisted, but the
variation is normally limited to a period between five and
twenty years.

Grace periods or initial periods providing

for only token repayment may be grantad to cover the con
struction period of the project.

Repayments of capital

and interest payments is made in the sc me currencies as
those lent.

These lending policies recognize the differ

ences between self-liquidating projects and other forms of
aid, and also recognize that the poorer member nations will
find loan repayment more difficult and, thus accept their
need for easier terms.
In its loans and investment operations, the Bank not
only cooperates with national development institutions, but
with global ones as well.

Through the Pre-Investment Unit,

which has been established within the Bank, the United Na
tions Development Program (UNDP) provided the United States
$ 2.2 million in counterpart funds, for identification, evalu
ation, and preparation of projects in the Bpn k ’s member
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countries, over a five-v'oar period which ended in 1971 . ^
The program was extended and its renewal for further period
is currently being negotiated.

A coordinating committee for

the identification of multinational projects in the field
of power, transport and telecommunications has been es
tablished with ECA, IBRD, and UNDP under the chairmanship
of the African Development Bank.

The Bank has also entered

into cooperative agreements with the Food and Agricultural
Organization (FAO), with the United Nations Educational,
Scientific and Cultural Organization (UNESCO), with the
International Labor Organization (ILO) and with the O A U . ^
The Bank is also one of the executing agencies for UNDP pro
jects in Africa.

It has promoted the establishment of an

African Development Fund, which is open to contributions
from the industrialized capital exporting countries, in or
der to increase its capital resources.and raise money for
lending at concessionary terms.

An agreement between the

Bank and fifteen non-African countries has been signed for
the establishment of the African Development Fund.

The

Fund commenced operations in August, 1973*
In cooperation with a number of private banks, the
Bank has promoted the International Finance Corporation for
Investment and Development in Africa, registered in Luxembourg

Lr>
-'Africa South of Sahara,

op. cit. p. 91

IlIl

Ibid. p. 92.
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in July, 1970, with a capital of $12.5 million.

The Bank

is also very active in numerous other fields, including co
operation with African national development finance insti
tutions, the joint financing of projects with other develop
ment banks and the granting of wide variety of technical
assistance facilities.
Technical assistance provided by the Bank to assist
member countries may take the forms of advisory services
from Bank headquarters, assignment of Bank officials to the
member countries concerned, and the contracting of Consult

ive

ing firms or individual experts for specific missions. J

Technical assistance may be provided by the Bank on a re
imbursement basis and, when circumstances permit, on a non
reimbursement basis.

Reimbursement may, in appropriate

cases, be received in the currency of a member country con
cerned.

If a technical assistance contract eventually

results in the financing of a project, the whole or part of
the technical assistance
for amortization.

may be added to the project loan

But, in general, recipients of the Bank'

loans are required to meet the local costs of technical as
sistance projects.
Project appraisal and project supervision are re
sponsibilities of the Department of Operations of the Bank
and are carried out normally by the Bank's regular staff.
When unusual specialization is required or the work load
h,C

-^African Development Banki Technical Assistance,
African Development Bank, BP 1387, Abidjan, Ivory Coast,
1972, pp. 3 and 5*
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is too great, consultants are employed as individuals,
usually on a short-term basis.

The work and the responsi

bility of a consultant individually employed are compar
able to that of a staff of the Bank.

After termination,

individual consultants are required to abstain from any
subsequent work on the same project unless otherwise agreed
by the bank.

46

Consulting firms are called upon both to

undertake work directly for the Bank and to carry-out work
in the name of the Bank for member countries.

Instances of

the second situation are usually associated with technical
assistance provided by the Bank for member countries.

Con

sulting firms may also be employed by borrowers from the
Bank.

Borrowers are required to employ consulting firms

whenever their own technical resources are judged by the
Bank to be inadequate for the task at hand.

In these

r

cases consultants are normally chosen and employed by bor
rowers subject to the B a n k ’s approval.
The following data show the distribution of the Bank's
loans from 1966 to 1974.

^ African Development Banks The use of consultants,
African Development Bank, BP 13^7, Abidjan, Ivory Coast, p.
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SECTIONAL COMPOSITION OF ADB LOANS 1966-1973 (percentages)
Period

Agriculture

Transport

Industry &
Financial
Institutions

Public
Utilities

11

9

30

50

1971

29

69

2

---

1972

7

57

21

15

1973

24

40

10

26

1966-1970
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DISTRIBUTION OF AFDB LOANS AS AT JULY 31» 1973

AREA

SECTOR

NO. OF
AMOUNT
TOTAL
PROJECTS (U.A.
(br area)
_________________________________________ 'OOP)___________

NORTH

WEST

EAST

CENTRAL

MULTINATIONAL

Agriculture

3

6 ,550

Transport

3

6,700

Public Utilities

3

6,650

Agriculture

3

5,010

Transport

3

7,500

Industries and
Financial Institutions

7

6,370

Public Utilities

4

5:,.200

Agriculture

3

3,000

Transport

5

10,300

Industries and
Financial Institutions

4

9,202

Public Utilities

4

7,800

Agriculture

1

431

Transport

3

7,800

Public Utilities

2

2,210

Transport

1

2,500

Industries and
Financial Institutions

1

500

TOTAL AFDB COMMITMENTS

48
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19,900

24,080

30,302

10,441

3,000
87,723

56
STATEMENT OF TOTAL AMOUNT OF APPROVED
LOANS AS AT SEPTEMBER 30, 197^

Million UC

Equivalent
000 US $

North Africa

iH, 500

49,800

East Africa

41,702

50,04 2

West Africa I

26,870

32,244

West Africa II

26,160

31,392

Central Africa

20,741

24,889

Grand Total ADB Commitment 159,973

191,968
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C.

Political Role of the Bank
The African Development Bank tends to operate in a way

to fulfill two political needs.

Firstly, it tends to

work toward the achievement of African cooperation and
solidarity.

Secondly, it tends to guard against the in

fluence of the developed countries on the development de
cisions of African countries.

The operational guidelines

of the Asian and the Inter-American Banks make for a
closer cooperation between the Asians and the Latin Ameri
cans with the developed countries.

This also results in

increased flow of capital from the developed countries to
the Asian and the Inter-American Banks.

But, the opera

tional guidelines of the African Bank does not allow for
cooperation between the African states and the developed
countries in order to avoid the dictates of non-regional
members.

Rather, the African Bank formulates an avenue

(the African Development Fund) through which the developed
countries who are interested in African development may
donate money to the African countries without seriously
influencing the development decisions of the latter.

Also,

in collaboration with the Organization of African Unity
(OAR) the African Development Bank, through the activities
of its Board of Governors, stands in opposition to inter
national organizations and agencies whose decisions may
not help the development of the African countries.
The African Development Bank, therefore, was
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established by African governments as a testimony to their
solidarity, their desire to operate and work together, re
gardless of political and language differences, and to pro
mote the economic development of their peoples through
gradual integration of their national economies which for
Ln

so long had been separated during their colonial past.

1

At the initial stage, the venture seemed very risky taking
into consideration the negative attitude of the metropoli
tan countries, the poverty of most African states, and the
inharmonious relationships of the different political
groups on the African continent.

But at the present time,

when the Bank's tenth anniversary has been celebrated, the
Bank prides itself on having a membership of 39 out of
the 42 member states of the Organization of African Unity.
It has gained international recognition as an instrument
for promoting development to which its member countries
increasingly apply.

Equally, it has involved itself in

unique activities as well as fostering a style of opera
tion which obviously have made it a symbol of African de
termination to achieve independence, economic coopera
tion, and unity.
One of the specific features of the African Develop
ment Bank which distinguishes it from the other regional
development banks, especially the Asian Development Bank

^ The African Development Bank, an instrument for the
promotion of economic and social progress m Africa (a
pamphlet issued at the tenth anniversary of the African
Development Bank), 1974, p. 1
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and the Inter-American Development Bank, is that the Bank
does not open its membership to non-Africans, and conse
quently its capital is subscribed exclusively by African
countries.

This feature of the Bank does not prevent it

from receiving money from the industrialized and developed
countries whose financial aid and technical assistance are
very necessary for African development.

But the feature

does fulfill and African intention to have funds set aside
for the Africans, the usage of whose funds is not deter
mined by the donor countries, but by the African countries
themselves.

This special feature is strengthened by

Article 38 of the Bank's agreement, which states:
"The Bank shall not accept loans or assist
ance that could in any way prejudice, limit,
deflect or otherwise alter its purpose or
functions.
The African Development Bank undoubtedly does suffer
some financial drawbacks as a result of the special feature.
In the case of the Asian Bani, equity shareholders include
the United States, the United Kingdom, the Federal Republic
of Germany (West Germany), Belgium, the Netherlands, Italy,
and Switzerland.

The Soviet Union and the Eastern European

countries were invited to join, but they refused

The

United States-Japanese partnership in the Asian Bank,
solidly backed by a $200 million contribution by each of
Agreement establishing the African Development Bank,
African Development Bank, BP 1387» Abidjan, Ivory Coast, p. 22.
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the two countries, has given the Asian bank a strong finan
cial base.

With the subscriptions of non-regional members,

the total subscribed capital of the Asian Bank is more than
$978 million (U.S.), which is about three times that of the
Zlq

African Bank.
Membership of the Inter-American Bank is open to mem
bers of the Organization of American States (OAS).

Thus,

the United States as a member of the OAS is eligible for
membership and is indeed the principal subscriber.

Canada

has also given financial support though not eligible for
membership.

Trinidad and Tobago joined the Inter-American

Bank in 196?, after being admitted to the OAS.

Barbados

and Jamaica also joined in 1967 1 and it appears that any
other country admitted to the OAS in the future would have
little difficulty in becoming 1a member of the Inter-American
Bank.

Membership in the Inter-American Bank, as in the

Asian Development Bank, offers obvious financial advantages
compared to the African Bank with its limited regional mem
bership.
In the place of foreign membership, however, the Afri
can Bank has established the African Development Fund.
Foreign countries can become members of the Fund and sub
scribe to African development financing without seriously
influencing development decision-making on the African
continent.

The negotiations for the establishment of the

^Basic Facts>

Asian Development Bank. July, 1969 , p. 8 .
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African Development Fund were pursued under the auspices
of the Development Assistance Committee of OECD.

Of the

sixteen countries which participated in the negotiations
for the Agreement establishing the Fund, fourteen have
signed and ratified it.

These countries are Belgium,

Brazil, Denmark, Canada, Finland, Japan, Norway, The Nether
lands, Federal Republic of Germany, Spain, United Kingdom
of Great Britain and Northern Ireland, Sweden, Switzer
land and Yugoslavia.

Although the African Development Fund

is a legal entity distinct from the African Development
Bank, its major organs are the Board of Governors, the
Board of Directors, and the President of the African Bank.
There is also a close link between the African Development
Bank and the African Development Fund, as evidences by the
mixed composition of its organs.

The President of

the

Bank is ex-officio President of the Fund and chairs its
Board of Directors.^0

The African Development Fund draws

on the administrative and operational structures of the
African Development Bank and shares the same headquarters
with it.

Voting power is equally shared among the state

participants and the Bank.
The regulations on loan policies and procedure of the
African Development Fund lay down the principle of comple
mentarity of the operations of the Fund and those

of the

^°The African Development Bank, an instrument for the
•promotion of Economic and Social Progress in~Africa. op. cit. p. 6.
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Bank, and gear the Fund towards the realization of social
objectives in line with the national development plans.
One basic objective of the Fund is to finance a reasonable
share of local costs and to participate in projects and
programs directly benefiting the poorer strata of the
African population.

All member countries of the African

Development Bank are eligible to receive loans from the
African Development Fund on concessional terms, interestfree repayment over fifty years with a ten-year grace
period.

The Bank's leaders hold the expectation that in

creasing numbers of advanced countries will contribute to
the African Development Fund without having the same impact
on African developmental decision-making as they would if
they were members and shareholders of the African Develop
ment Bank.

Consequently, they believe that the Bank has

won a political victory for the African countries who now
can obtain funds from the developed countries but can con
tinue to make the decisions as to how the funds should be
used.

Only time, however, will reveal whether or not this

"have your cake and eat it too" approach to development
financing provides developing countries with a successful
formula.
The Bank's Board of Governors seemed to echo the senti
ment expressed by the OAU Heads of State and Government of
expanding ties with other countries and international bodies
while not jeopardizing the basic concept of African
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decision-making.

At the closing session of the Eighth

Annual Meeting in Algiers, the Bank's Board of Governors
adopted a Declaration calling for the convening of a Minis
terial Conference of African States to consider the effect
of the limited results of UNCTAD III on the development of
African countries, as well as the impact of recent events
connected with the international monetary system, and prac
tical ways and means of promoting cooperation and integra
tion in A f r i c a . ^

The Bank accordingly initiated discussion

with the Organization of African Unity, the UN Economic
Commission for Africa and the Association of African Cen
tral Banks, all of which have joined together in setting
up a coordinating Committee charged with preparing the
conference.

The Committee met for the first time in Abid

jan on 8 and 9 December, 1972, and decided to call a meet
ing of experts in Abidjan in late 1973.

This was followed

by a meeting of three specialized committees in Addis
Ababa at the end of March to draft recommendations to the
Conference, while the Conference itself was held at the
Bank's headquarters in Abidjan in mid-May, 1973*

One of the

major activities of the African Development Bank has, there
fore, been to encourage both political and economic coopera
tion between African countries and to question the outside
forces which may militate against the achievement of that
goal.
-^African Development Banki
Governors, op. cit., p. 39-

Report by the Board of
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CHAPTER III
THE AFRICAN AND THE ASIAN BANKSi
A COMPARATIVE ANALYSIS
After examing the needs, organization, and roles
of the African Bank, it is difficult to draw conclusions
regarding its sucesses, its failures, and its future
prospects without comparing and contrasting it with an
other regional development financing institution.

This

chapter will compare and constrast the African and Asian
Banks.

The

of the Asian Bank instead of the Inter-

American Bank or other development financing institutions,
relates to the fact that the Asians are somewhat more
similar in their social and economic environment to that
of the Africans, and the decisions to create these two
regional banks were reached at about the same point in
time and for largely the same reasons.
This chapter, therefore, will seek to describe and
analyze some of the observable similarities and differ
ences between these two financing agencies, and will
try to explain the reasons for them.
The African Need and the Asian Desire
The continent of Asia is the largest in the world and
it contains twice as many people as Africa and Latin
America combined.

Its main sub-regions include the South-

East Asian archipelagoes, the Pacific littoral, the
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Commonwealth in Asia, and the Islamic non-Arab States of
Asia .-'*2

Although the continent of Africa is highly diversi

fied, the situation on the Asian continent is worse in that
no attempts of economic regional integration on the Asian
continent have ever been successful.

In the 1950s when

both the Africans and Asians were struggling for regional
identity, the Africans were successful in arranging them
selves into the Anglophile, Francophile, Monrovia, and
Casablanca political groups.

But the Asian efforts of re

gional integration culminated in very broad concepts such
as the unification of Asia and Africa which were very ab
stract concepts, and too difficult to handle.

The Asians,

more than the Africans, lack the coherence of an over
arching regional structure.

This problem has been one of

the difficulties for the World Bank and other multilateral
agencies and organizations in identifying common economic
problems and solutions to such problems for the countries
of Asia.
Africans, therefore, can identify a separate set of
environmental factors, to which they may or may not re
spond as a group.

It was the interplay of two sets of en

vironmental forces (the development power of the African
countries being contervailed by the constraints of
^2John White, Regional Development-Banksi A study of
Institutional Style, Overseas Development^Institute Ltd.,
160 Piccadilly, London WUVOJS, England, i960 , p. 35 .
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international competition) which induced the Africans to
insist on the creation of an African Development Bank.

The

creation of the Asian Bank happened, on the contrary, not
as a fulfillment of the Asian need, but as fulfillment of
the desire of the Economic Commission for Asia and the Far
East (ECAFE) to formulate an institutional framework
through which their work with the Asian countries could be
facilitated.

The Asian Development Bank, therefore,

evolved from an institutional framework of the ECAFE, and
primarily as an economic institution.

It did not origi

nate from direct discussions between the sovereign states
of Asia as a means through which a certain condition or
ideal of economic development could be met.

Therefore,

there was little reason for asking which countries should
be members, and which should not.

John White recognized

the lack of common factors of regional cooperation on the
ASian continent in commenting;
The category of Asian nations is
purely a nominal one; The concept has no
content. An institution called the "Asian
Development Bank," therefore, lacks the
normal guidelines by which one would
expect the evolution of a regional bank to
be governed. Indeed, it is questionable
whether in this case "regional" is an appro
priate word. The result--is that the Asian
bank has found it peculiarly difficult to
derive any self-evident function from the
meaning of its name,
. Its situation is
such that it is likely to develop as a bank
in Asia. To develop as an Asian Bank
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would require the acquisition of
additional and particular Asian charac
teristics, and such characteristics are
impossible to identify.53
Since the proposed Asian bank was to be an instrument
of the ECAFE for the promotion of the ECAFE regional eco
nomic cooperation, and since the ECAFE region was made of
both the developed and the developing countries, there
was absolutely no objections by the developed countries.
The discussions leading to the creation of the Asian bank
moved swiftly and in a period of about two years the agree
ment establishing the Asian bank was signed.

From the

establishment of the consultative committee to the inau
gural meeting was a period of 20 months.

The African took

30 months for the same arrangements, and the Latin Ameri
cans took 1? months.

It is believed that the haste in

the establishment of the Asian bank, like that of the
Inter-American Bank, was made possible by the s; celerating force resulting from the political interest of the
Ch,
developed countries,-' and the unquestioning acceptance
on the part of the Asians of a ready-made institutional
formula which was not in any sense derived from the needs
of the Asians.

But once the decision to establish the

53Ibid. p. 35
c /l

J International Organization! "The Asian Develop
ment Bank", Vol. XXII, No. 1 Winter 1968, p. 191.
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Asian Bank as a partnership between developed and develop
ing countries was made, any attempts by the Asians to
give the Asian Bank a different membership pattern and
give the institution a decisively Asian character was void.
The pattern of operation which finally emerged consequently
may be challenged as unrelated to the economic reality of
the Asian countries since it was not an indigenous product
of Asian leaders, elites, and countries.

Like so many

existing multilateral aid organizations, it tends to re
flect the overwhelming political and economic power of
the major donor countries.
Structural Differences of the
Asian and African Banks
The overall structure of the Asian Development Bank
is somewhat different from that of the African Develop
ment Bank.

As in the case of the African Bank, the high

est authority of the Asian Bank is the Board of Governors,
on which each member is represented by a governor and an
alternate governor.

A majority of the governors of the

Asian Bank are also the finance ministers of their respec
tive countries.

The powers reserved to the Board of Gov

ernors in the case of the Asian Bank involve membership,
changes in the authorized capital stock, amendments to
the articles, the election of the directors and the
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president, and the conclusion of agreements with other
agencies.-^

Since the Asian Bank is composed of both de

veloped and developing countries, power is also reserved
to the Board of Governors to determine which are developed
and which ones are developing.
The general operations of the Asian Bank are controlled
by the Board of Directors.

There are ten directors—

seven elected by the governors who represent regional mem
bers, and three elected by the governors who represent
non-regional members.

Directors representing regional mem

bers have to receive 10 percent of the total votes of nonregional countries.

Beyond that, if a non-regional direc

tor receives additional votes which bring his total to
more than 11 percent, the additional votes have to be cast
again in a further ballot.

The lower limit for directors

representing the non-regional members is 25 percent and the
upper limit is 26 percent.

In spite of the fact that the

voting procedure of the Asian Bank contains the usual safe
guards to ensure the even representation of directors,
the uneven distribution of voting power in favor of the de
veloped countries renders meaningless the concept of the
even representation pf directors.

On the one hand, out of

33 member countries, four directors represent one developed
country each.

And on the second hand, the distinction be

tween regional and non-regional members is followed by the
assurance that the directors with the greatest voting
^•^The Asian Development Banki Western Michigan University
Microfilm E/CN^
11/70? (part 1) p. 9-
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power represent developed countries exclusively.

This is

a very definite contradiction in structure when compared
to the African Bank.

Even when membership of the African

Bank is restricted to only Africans, the voting system is
still weighted in favor of the poorer member countries.
The following list shows member countries of the Asian
Bank represented by directors

as of 1968 (percentages of

total voting power in brackets)*

USA (17,12); Japan

(17.12; UK, Canada, Denmark, Finland, Norway, Sweden (9-95)s
Germany, Italy, Netherlands, Austria, Belgium (9*31)* New
Zealand, Malaysia, Thailand, Singapore, Western Samoa (8 .69 );
India (8.30); Australia (7*6*0; Indonesia, Ceylon, Afghan
istan, Cambodia, Nepal, Laos (7*^1); Philippines, Pakis
tan (6.77); Republic of Korea, Republic of China, Repub
lic of Vietnam (6 .65 ).
This list illustrates that the most powerful directors
of the Asian Bank, as of 1968, had nearly three times the
voting power of the weakest directors.

And, worse still,

the most powerful directors, with 53*5 percent of the total
power, represented developed countries exclusively, and the
three weakest directors represented the developing countries
exclusively.

Since the Board of Directors of the Asian Bank

takes a very active part in policy formulation, it is also
likely that decisions are weighted in favor of the developed
member countries.

As a matter of fact, this state of affairs
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was foreseen by the developing member countries who, in
the preparatory discussions, sought various concessions
such as an increase in the number of directors to give the
developing member countries a numerical majority, to offset
the strength of the developed member countries.

But such

efforts were without any success.
The executive head of the Asian Bank is the president,
elected by a simple majority of the governors, and repre
senting a majority of the voting power.

The president must

be a national of the regional member country; his term of
office is five years.

The president of the Asian Bank is

given free hand in staffing the Asian Bank, and he recruits
staff on a wide geographical basis within the region.

This

situation is also very distinct from the practice of the
African Bank where the president is advised to recruit
staff for the African Bank from only the African continent.
Operational Differences Between
the Asian and African Banks
The authorized capital of the Asian Development Bank
is U.S. $1100 million, about three times that of the African
Bank's U.S. $320 million.

Out of the authorized capital of

the Asian Bank, $978 million has been subscribed.

One-half

of the subscribed amount is in the form of "paid-in" capital
and the other half remains as ''callable" shares.

The "Call

able" capital constitutes a guarantee for the Asian Bank's
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borrowing of funds in world capital markets . ^

The re

maining part of the authorized capital is realized through
funds raised by borrowings, funds received in repayment
and income derived from loans and gauantees, and other
funds received which do not constitute "special funds.
"Special funds” is defined here as resources accepted by
the Asian Bank for special purposes, provided that such
purposes come within the function of the Bank, and subject
to an implicit reservation concerning such conditions as
may be attached to their use by the country or institution
which provides them.

But unlike the African Bank, the

Asian Bank also administers Special Funds derived from its
own resources, and are intended for* lending on more gener
ous terms than those established by the bank for its ordi
nary operations.
Although the Asian Bank in principle has made provi
sion for the providing of Special Funds from the gifts of
individual donor countries, as well as from its own ordinary
capital, in practical terms the position is rather differ
ent.

The staff of the Asian Bank works in an environment

created by the orthodox tone of the Asian Bank's prepara
tory discussions.
^ B a s i c Fectst
^E/CN.

As a result, the staff has not attached
Asian Development Bank, July 1969 , p. 6

11/ 70? (part 1 ) op. cit., p. 29 .

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

73
high priority to the securing of special funds.

John

White comments on the special funds of the Asian Bank as
followsi
They talk about it frequently, but in
a manner which makes it clear that they re
gard such funds as peripheral to the main
business of their banking operations, just
as the staff of the World Bank tends to regard
the IDA as a subsidiary fund, the significance
of which is merely that it increases the re
sources at their disposal, while they expli
citly reject any suggestion that the possession
of this fund should cause them to change the
essential7character of the bank as an insti
tution. ->(
Besides the fact that the provisions made for the utili
zation

of special funds for concessional lending to the de

veloping Asian countries has not been administered accord
ingly, John White goes on to explain the extent to which the
backing of the Asian Bank by the developed countries has not
measured up to expectations.

For example, from the outset

it was assumed that the floating of bond issues on the
capital markets of the developed countries would be the
Asian Bank's main source of funds.

At the very early stage

the Asian Bank succeeded in attracting the interest of in
vestorsfrom the developed
few years

countries.

But from the first

of the existence of the Asian Bank, there has

been a world shortage of capital and the funds secured
from bond issues has been seriously limited.

As a result

^ J o h n White, op. cit., p. 60.
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of this kind of experience, the Asian Bank introduced
precautionary measures, including the adoption of a re
solution in January 1968 limiting its total outstanding
Borrowing at any time to the equivalent of the callable
capital subscribed by members with convertible curren
cies, such countries being the developed ones.

This mea

sure, therefore, limited the outstanding borrowing by the
Asian Bank to not more than $300 million, the latter being
the maximum authorized callable capital stock.
In general, the Asian Bank's subscribed capital is
subject to certain limitations.

The proceeds of bank loans

may be used only for procurement in member countries.

This

provision proves very restrictive especially since the
Board of Directors of the Asian Bank is empowered to make
exceptions.

The Asian Bank's usable resources is further

diminished in the provision that the developing member
countries may restrict the part of their subscription
paid in their own currencies to procurements in their own
territories.

The same applies to any other regional member

countries "whose exports of industrial products do not re
present a substantial proportion of its total exports."-^
The freely convertible part of the paid-in capital, there
fore, amounts to approximately $380 million and the Asian
Bank's total free resources is unlikely to amount to more
than $700.

To quote John White's precise statement!

5 bIbid., p. 61

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

75
Even if one adds a hypothetical figure
for such special funds as the bank may col
lect, which are most unlikely to be avail
able for unrestricted use, it is clear that
the bank is operating on a relatively small
scale. In relation to the area that it
serves, the effective resources of the Asian
bank are roughly comparable to those of the
African bank, but much smaller than those^gf
any other similar financial institution. ^

59Ibid., p. 61
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CHAPTER IV
CONCLUSIONS AND REFLECTIONS
The African Development Bank was established as a
remedy for certain political and economic conditions which
were believed by African elites to be hindrances of rapid
economic development in the developing African countries.
Owing to the pervasiveness of poverty and underdevelop
ment, the African countries are unlikely to reach the point
where they can finance their developmental projects without
receiving grants and loans from the developed countries
and world organizations.

And because of political strings

attached to grants and loans by the donor countries and
agencies, the African countries have become dissatisfied
with grants and loans given to them by the developed coun
tries and the several United Nations agencies.

The latter

led to the need to establish a bank which is capitalized
from within Africa and whose membership is restricted to
countries of the African continent.

African countries may

also be denied membership if the political activities of
such countries are envisaged by the rest of the African
countries as being detrimental to their economic and poli
tical welfare.

Under this provision, South Africa is de

nied membership because of its apartheid policies.
Since its establishment, the African Development Bank
has appeared to fulfill more political than economic needs.
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It has succeeded in setting up a decision-making system
whereby loan decisions are made strictly by Africans.

Be

sides, voting power of the African Development Bank is
weighted in such a way that the last developed African
member countries exercise more power in making decisions
in the African Bank than in any United Nations agency.
But in economic terms, the African Bank does not measure
up to what is expected of a financial institution.

Since

the African countries do not permit membership of nonAfrican countries in the Bank, the rich countries in turn
refuse to send their money to an institution which does
not require their membership.

As a result, the African

Bank is unable to handle adequately the many developmental
demands of the African countries.

In May, 1975» Susan

Allen called attention to this basic weakness of the
African Development Banki
The total ABD commitment to African Develop
ment was only $192 million last August. This
perhaps makes the Bank appear like the poor
African cousin of such major development aid
bodies as the World 3ank or the OECD Develop
ment Assistance Committee whose aid to^n
Africa in 1972 alone was $510 million!
Future Capital Needs
The African Bank can hardly be considered a substi
tute for the developed countries and the United Nations
Agencies as sources of capital for development financing
°African Development. "ADB» Gaining Confidence,"
May 1975, p. 73.
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in Africa.

Rather, its appropriate position may be that

of supplying additional capital to the existing capital
made available from the developed countries and world or
ganizations.

In the foreseeable future, the African coun

tries may continue to rely on their traditional sources of
capital (developed countries and world organizations) for
development financing in their respective countries, if
they want to develop.
transfer process.

The process of development is a

It is a transfer of industrial know

ledge, experience, and equipment from those places in the
world where these elements exist to places where they do
not e x i s t . ^

The development of the African countries, in

the absence of indigenous capital, is bound to depend on
imported capital and technical know-how from the coun
tries which are already relatively more developed.
The availability of capital for sound projects in the
developing countries is one of the greatest advantages the
developing countries of today have over their predecessors.
When Great Britain and the United States were developing,
for example, they did not have many places to turn to for
capital.

Capital accumulation during the Industrial Revo

lution was, for the most part, squeezed out of the masses of
the poor.

Today, capital is obtainable from several inter

national agencies and from dozens of private banking
Murray D. Bryce, Policies and Methods for Industrial
Development. McGraw-Hill Book Co., Inc. New York, 19^5, p. 20.
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sources, as well as from hundreds of manufacturing companies interested in operating in foreign countries.

62

The developing countries of Africa may he making a wise
decision if they continue to make use of the capital some
of these sources may have to offer.

The possibility of

losing the benefits of these sources is very wide vis-avis erratic and irresponsible behavior toward private
businesses, especially those that are foreign owned.

The

prospects of nationalization of foreign business and dis
criminatory legislation or administration of laws in re
gards to taxes, tariffs, and entry of foreign technicians,
and the generally negative attitude on the part of the
governments and the elites of Africa toward foreign firms
and foreign participation in the economy which are preva
lent in most of the developing African countries, may hinder
the economic development of such countries which are in dire
need of them.

These considerations make a prospective for

eign investor hesitate about committing resources or per
sonnel to ventures which must depend for their success on
long-term cooperation in the host country.

The industrial

transfer process from the developed countries to the develop
ing countries of Africa may work only if the developed coun
tries and their capital and participation are genuinely
wanted and only if a spirit of mutual cooperation, trust,
and benefit prevails.
62Ibid., p. 4.
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The same atmosphere of cooperation between the devel
oped countries and the developing ones is what the develop
ing African countries believe to be a very unsatisfactory
arrangement.

An alternative to this situation may lie in

the choice of developed countries from which grants and
loans are sought, hoping that some developed countries
may identify more with the development needs of Africa
and therefore may offer the terms and conditions of grants
and loans with leniency.

The African countries may now

turn to the newly developed nations of the world as against
the metropolitan European and American countries for capi
tal to finance their development projects.

In fact, this

has been a major issue of consideration by the African
Development Bank itself.

In the summer of 1975 when Afri

can Bank President, Abdel Wahab Labidi completed his fiveyear term, some Bank members felt the successor President
should come from the Arab-African ranks to ensure a flow
of Arab oil wealth, although others still felt that the
successor president should be from Black Africa, preferably Nigeria because of its political power.
The most recent developments in the Arab-African re
lations may be a very clear indication of where next the
African countries intend to go for capital in order to
finance their development projects.

Proposed at the

— ---'African Development, op. cit. p. 73.

_ _
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Arab summit in Algiers in November, 1973, and opened for
business on March 30, 1975* is the Arab Bank for Industrial
and Agricultural Development in Africa with an initial
.
64capital of $231 million.
Benefaciaries are all African
countries not members of the Arab League, and objectives
are the promotion of African development by the provision
of long-term, soft loans and by encouraging Arab invest
ment in the African countries.

The Arab Bank for Industrial

and Agricultural Development in Africa is also empowered to
administer special funds for African countries.

In January,

1974, the Special Arab Fund for Africa was established
with a capital of $200 million to assist Africa's oil im
ports and to develop Africa's own oil resources

Also, in

August, 1974, the Arab-African Bank was established with a
capital of $50 million.

Shareholders of the Arab-African

Bank are the Kuwait Ministry of Finance and Industry,
Egyptian Public Organization of Banks, and Iraq, Algeria,
Qatar, and Arab nationals subscribing to the balance.

The

Arab African Bank's development loans include $ 1 6 0 ,0 0 0 for
building in Chad, $ 1 9 3 ,0 0 0 for the Ethiopian textile indus
try, $ 2 1 0 ,0 0 0 for general development in Kenya, $ 2 1 0 ,00 0
for paper industry in Kenya, $ 4 1 7 ,0 0 0 for transportation
in Mauritania, and $ 1 0 4 ,0 0 0 for tannery in Zambia.

It is

expected that in the near future Arab-African economic
54---------

These and the following summarized from Ibid. p. 25 .

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

82
cooperation arrangements will continue to increase.
In the final analysis, the most recent developments
go to support the assertion that one cannot talk about
economic development without giving much thought to the pos
sible sources of capital.

Hence, for the African countries

to embark on realistic economic development progress, they
will depend to a great extent on the countries and agen
cies who have the capital to offer.

The more funds, banks,

and other bilateral and multilateral aid agencies created
to provide capital to the developing African states, the
greater the likelihood of achieving success in their mod
ernization drives.

Thus, African states welcome the funds

secured from older as well as recently created lending insti
tutions as desperately needed capital to supplement all
other domestic and regional sources, including that avail
able from the African Development Bank.
Is Cooperation With the
Developed World Essential?
As the African countries became independent and
entered the international community, most of them have rigid
ly pursued the concept of nonalignment in their foreign pol
icies.

This means that they have decided not to commit

themselves to an alliance with either the United States or
the Soviet Union in their ideological struggles.

By pur

suing an independent course, the non-aligned countries of
Africa are left free to define their own national
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interests and to devote primary attention to the pressing
problems of modernization and regional integration.

To

some extent, the non-aligned African countries may hope
that by not belonging to either the Eastern or the Western
bloc they will be in a position to take aid from any source
for their development financing.

Above all, the non-aligned

African countries, leaders and elites may believe that sub
mission to either the Eastern or Western bloc might con
tinue to place them in political and economic servitude
from which they have for long been struggling to free them
selves.

Speaking to the Second Conference of Non-Aligned

States in October, 1964, Kwame Nkrumah (Ghanaian president
and chief advocate of African freedom) saidi
We are all here as Non-Aligned nations but
the term "Non-Aligned’* as applied to us has
not yet covered every form of policy which it
connotes. We came into existence as a pro
test and a revolt against the state of affairs
in international relations caused by the divi
sion of the world into opposing blocs of east
and west. We came into existence as a revolt
against imperialism and neo-colonialism which
are also the basic cause of world tension
and insecurity!
Kwame Nkrumah mentioned two important issues in his
speech to the Second Conference of Non-Aligned States,
namely, the need to neutralize the balance of power between
the Eastern and the Western blocs, and the need to get
away from the forces of imperialism and neo-colonialism.
-TCwame Nkrumah, Revolutionary Path. International
Publishers, New York, 1973* p. 43o.
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But it is very likely that the African policies of nonalignment originate more from the fear of imperialism and
neo-colonialism than from the need to solve the problem
of ideological struggles between the Eastern and Western
blocs.

One year after Kwame Nkrumah spoke concerning the

ills of alignment with either the Eastern or the Western
bloc, Wolf and Hanson wrote concerning the ills of the
Latin American political and economic cooperation with the
developed countries as followsi
The more subtle guises by which the U.S.
tried to manipulate events since the days of
gunboat diplomacy were stripped away when
20,000 soldiers stormed ashore to crush a
nationalist rebellion in Santo Domingo. For
most Latin Americans the official reasons
offered to justify this action were patently
false.
To all but most North Americans it
was obvious the Dominicans had their independence
stolen in order to benefit U.S. economic, poli
tical, and military interest. The violence
that came to the surface in this confrontation
is buried inside every other covert and overt
mechanism the United States utilizes to con
trol the Third World. Domination breeds vio
lence and the potential for organized revolu
tion.
As it appears, the developing nations in general and the
developing African countries in particular, for fear of
political domination, do not think their cooperation with
the developed nations is a very useful venture.

But it is

important to warn that what the developing countries or the
developing African countries may consider as political and
Ertic R. Wolf and Edward C. Hansen, The Human Condition
in Latin America, Oxford University Press, New York, 1972, p. 264.
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economic domination may simply be the fact that in the pro
cess of development great advantages accrue to the nations
that were early in the race to development.

The situation

that in most things in life certain advantages accrue to
those who are first (as, for example, economic cooperation
between the developed and the developing nations seems to
benefit the developed more) is a reality which must be
recognized by the African countries at certain levels and
not generally considered as a systematic plan to extend
control over them or to encourage ill will on the part of
the developed countries to undo the developing ones.

The

developing African countries, while being cautious enough
to ensure that they do not lose their independence, must
realize that even the most powerful nations of the world
cannot function consistently on their own without assist
ance of one form or another from other nations.

The

developed nations have the capital, the technical experi
ence, the business know-how, the reservoir of research
knowledge and facilities, the abundance of highly qualified
technical and managerial talent, and the skilled workers at
every level, from which the developing African nations
could benefit if they could create some favorable political
and economic climate between them and the developed nations.

Reproduced with permission o f the copyright owner. Further reproduction prohibited without permission.

86
General Conclusions on the
African Development Bank
After only ten years cf the African Bank's operations,
it piay he premature to conclude that the Bank is either a
success or a failure.

Although there have been no great

successes during the one decade of its operation, the Bank
has certain achievements.

Its authorized capital stock has

grown from $250 million to $480 million and subscribed capi
tal at the last annual meeting in August, 1974, amounted to
$445 million.

Considering the relative youth of the Bank,

and considering that 16 of its 39 member states are among
the world’s 25 least developed nations, some observers feel
the African Bank has done well.
It is very obvious, however, that the African Bank
cannot pride itself as a substantial source of income for
economic development of the African countries.

It has not

been a successful instrument in attracting additional out
side investment.

Because of its policy of indigenous mem

bership, the rich nations are not there to supply the money.
It is important to note, however, that despite its policy
of indigenous membership, the African Bank has attempted
to cooperate to some extent with international development
organizations and national governmental aid sources.

The

Bank has made agreement with the United Nations Development
Program (UNDP) for a Pre-Investment Unit within the Bank
^ A f r i c a n Development, op. cit. p. 7 3 .
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to help in identifying, preparing and appraising projects.
Funds available under the agreement, which provides for
the secondment of technical experts as well as the financ
ing of consultancy services and feasibility studies
amounted to 405,000 units of Account (U.A.) in 1 9 7 3 * ^
For 1974, UNCP offered additional assistance of U A.
291,000.

The Bank has also made cooperation agreements

with the Food and Agriculture Organization (FAO) for the
identification and preparation of agricultural projects in
the African countries.
amount of U.A.

For 1973» FAO made available an

161,000 for project feasibility/engineering

studies and defrayed the cost of two FAO staff members to
the AFD3/FA0 Desk.
The African Bank has also successfully negotiated the
establishment of the African Development Fund.
lishment is a unique one.

This estab

The developed countries who are

interested in African development are invited to donate to
the Fund, and the voting power of the donor countries as a
group is equal to, but never exceeds, that of the African
Bank.

In this way the developed countries may donate to

African

development financing without the ability to con

trol the direction.

Offers of financial contributions

under certain conditions, however, may be tempting to the
------------

These and the following are summarized from African
Development Bank. Report by the Board of Directors covering
the period from 1st January to 31st December, 1973» p. 51-
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hard-pressed African states.

Only time will tell whether

or not the new method of economic cooperation between the
developing African states and the developed countries
through the African Development Fund, introduced by the
African Bank, is a realistic arrangement.
When the role of the African Bank is examined and
evaluated, what quickly comes to one's mind are the economic
achievements of the African Bank.

The concept of develop

ment, however, includes not only economic but political,
cultural, and social factors as well.

Some view develop

ment in terms of Gross National Product, skyscrapers, free
ways, number of cars and television sets per capita, and
other empirically verifiable material advancements.

Kamara

and Plano realized this concept of development when they
indicated the views of the developed countries concerning
how development should occuri
Broadly speaking, the developed nations
of the West concei' e of economic development
as a process by which a society moves forward
within an international economy. Their view
of development tends to emphasize comparative
cost principles, regional specialization, in
vestment through massive flows of private
capital, the existence of entrepreneurial
talent, and substantial, if not exclusive,
liance upon prices gnd markets to organize
and guide production.
All these are the material side or the by-products of de
velopment and not development in themselves. Prime Minister
_______
7Marjon Vashti Kamara and Jack C. Plano, United Nations
Development Fundi Poor and Rich Worlds in CollTsion, New
Issues Press, Institute of Public Affairs, Western Michigan
University, Kalamazoo, 197^» p. 63 .
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Trudeau of Canada has said that if •'development" is to
be worthy of its name, it must concern itself with the
"human factor" rather than the "materialistic factor."
The purpose of true development must be the betterment of
man's livelihood, surroundings, as well as increase his
freedom and happiness.

Therefore, development is liber-

ati ng t
Development must liberate man from
ignorance, disease, and poverty; from hunger,
taboos, deep-seated insecurity, poor selfimage and ego, from fatalism (the feeling
that there is nothing one can do to change
one's situation) and from fear.
Fears of
witchcraft, fears of being bewitched if
one became prosperous; fear of any social
change; in short, fear of fear itself.
This is in part what the African Development Bank may
represent.

The leaders of most independent African coun

tries believe that for quite a long time the Africans were
colonized, subjugated, oppressed, and dehumanized.

The

African Development Bank, therefore, through its policies
of self-help and the policies of independent existence,
may instill in the developing African countries the spirit
of self-reliance, self-pride, self-awareness, self-confi
dence and, above all, human dignity.

The Bank is aware of

its prime responsibility in promoting co-operation between
African countries and encouraging economic integration of
n

q

Sevelopment is Liberations A speech delivered by
Dr. B. k. Muganda T a Tanzanian diplomat) at the Goshen
College Convocation, October, 19, 1973, P* 7*
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the continent.

It has maintained healthy and constructive

relations with regional and sub-regional organizations con
cerned with the promotion of economic, social and political
development in the region.

71

In addition to other bodies,

the Bank maintains and strengthens its ties with the West
African Economic Community and the West African Insurance
Consultative Association in the interest of regional and
sub-regional co-operation.

The Bank also contributed,

through the African Ministerial Conference, to the laying
down of recommendations for the establishment of a number
of regional bodies that may be expected to reinforce the cur
rent favorable trend towards increased co-operation in the
region.

The Bahk has become a very practical expression

of African political, social and economic sensitivity in
the international community, on the one hand.

And, on

the other hand, it appears to be a petition to the other
members of the international community to rise up and give
substantial help without conditions, to a people who may
not be able, because of their special circumstances, to
develop in the context of the traditional self-help sup
plemented with the existing programs of bilateral and multi
lateral aid.
The guiding principles behind the Bank's actions
have been to encourage co-operation among African countries

7T

African Development Bank, op. cit. p. 52 *
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and to achieve the economic integration of the continent.
In practical terms, these principles are applied in various
forms.

The Bank participates in conferences and seminars

dealing with questions of economic integration and cooperation between African countries.

72

Such conferences

include a conference on the promotion of tourism in West
Africa h e l ' in Yaounde between 13 and 18 of March, 1972; a
meeting on integrated development which involved the anal
ysis of ongoing projects in most areas of Africa, also held
in Yaounde between 24 and 29 of July, 1972; United Nations
Children's Fund (UNICEF) Conference on childhood, youth,
and development planning; Conference of development banks
of Common Organization of Africa and Malagaoy (OCAM) member
countries to strengthen co-operation between financing insti
tutions and such other conferences intended to encourage
regional co-operation.
The Bank lends its support to various African regional
organizations and encourages them to adopt and implement
measures designed to strengthen relations between member
countries.^

In pursuance of its objectives in this sphere,

the Bank endeavors to co-operate to the fullest extent with
^ African Development Banks Report by the Board of
Directors covering the period from 1st January to 31st Decem
ber, 1972, p. 39"^African Development Bank, op. cit., p. 40
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regional institutions, such as the Chad Basin Commission
and the Organization for the Development of Tourism in
Africa.

The Bank co-operates with the United Nations Eco

nomic Commission for Africa in a variety of fields by par
ticipating in most of the meetings on economic promotion
in Africa.

The Bank's aim in co-operating with the organi

zations responsible for regional promotion is to play an
active part in formulating policies for strengthening co
operation among the African countries concerned.

One of the

main problems to be overcome is that of developing a regional
infrastructure.

The Bank's involvement in the project for

the Acera-Abidjan highway, in the study on transport facili
ties in the Entente Council States, and in the financing of
a section of the Trans-Sahara highway ia Southern Algeria,
have all contributed to its efforts to achieve this end.
Support for regional institutions is one aspect of the
Bank's action in favor of the economic integration of
African countries.
The Bank also undertakes studies with a view to exam
ining certain aspects of co-operatcon in more detail.
Various studies have been conducted to enable the Bank and
its member countries to form a clear picture of the problems
that exist in connection with payments, expansion of tour
ism, development of trade and so on.

So far, such studies,

particularly those on co-operation in certain regions, have
been designed to highlight measures that could be taken to
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enhance or reinforce co-Iperation.

There has been a concen

tration on trade, and more recently, on transport.

Although

many of the studies have not yet been fully exploited, it
is hoped that the data assembled will form the basis for
rational regional co-operative planning and action over the
next few years.

As far as the future is concerned, the

Bank attaches considerable importance to the general sur
vey of transport in Africa, the first overall analysis of
transport networks at the continental level.

It would be

of benefit both to AFDB and to the African countries, if the
conclusions of this major study were used to guide the de
cisions that will have to be taken on a number of import
ant transport projects in Africa.
In conclusion, the thesis demonstrates that the Afri
can Development Bank is playing a useful role'.—
certainly not a decisive one

though

in realizing some of the

basic purposes and objectives that led to its creation in
1961.

It has aided in the financing of a considerable num

ber of important developmental projects in African coun
tries and it has been particularly helpful in this respect
in providing some loans to the poorest countries with little
credit.

Perhaps more important than these substantive and

direct achievements are those which are less tangible and
less easily documented.

The African Development Bank, for

example, has contributed to African pride in that these
developing states have been able to construct an effective
international economic institution without major contributions
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or know-how from the rest of the world.
thoroughly African institution.

The Bank is a

In the same vein, the

Bank has contributed to the ideal of African unity and to
the Pan African movement generally.

If the Bank should

fail in the future, its contribution would obviously be
a negative one, but thus far the evidence gives some indi
cation of a positive contribution.

In creating the Afri

can Development Fund, the B a n k ’s supporters demonstrated
a flexibility and political savoir faire that may, in the
future, make the Bank's operations far more meaningful be
cause of sizable infusions of new capital.

Yet, unlike

other regional banks, the African countries will retain
full control of the Bank's decision machinery.

This fac

tor may prove to be one of the great contributions of the
African Development Bank

viz , that the Third World can

create international aid institutions which are fully under
their control and yet receive financial support from the de
veloped world.

Can the African Development Bank "have its

cake and eat it too?"

Growing support for the African

Development Fund as a means of providing financial susten
ance for the Bank would seem to indicate that the Africans
may be able to live in the best of both worlds

i.e., re

ceiving financial aid while retaining full political con
trol.

The future of the African Development Bank, while

still problematical, may be brighter over the next ten years
of its operations than during its first decade.
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APPENDIX
Appendix A-l
Contribution of agriculture to Gross Domestic
Product of African countries (1970) .
CONTRIBUTION OF AGRICULTURE TO GDP (1970)
Country
Botswana
Burundi
Cameroun
Dahomey
Ethiopia
Gabon
Ghana
Ivory Coast
Kenya
Liberia
Libya
Malawi
Morocco
Nigeria
Rwanda
Sierra Leone
Sudan
Swaziland
Tanzania
Togo
Uganda
Zaire
Zambia

Perce:
bo
61
50
bo
54
7
36
32
bd
20
3
43
28
52
66
34
36
2b
38
43
50
20
7
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Appendix A - 2
Contribution of manufacturing industry in the
Gross Domestic product of selected African
Countries (in %).
Country
Algeria
Botswana
Burundi
Cameroon
C.A.R.
Dahomey
Egypt
Ethiopia
Gabon
Ghana
Ivory Coast
Kenya
Liberia
Libya
Malawi
Mali
Mauritania
Mauritius
Morocco
Niger
Nigeria
Rwanda
Senegal
Sierra Leone
Sudan
Tanzania
Togo
Tunisia
Uganda
Upper Volta
Zaire
Zambia

Sourcei

Year

Percentage

1968
1971
1970
1968
1965
1966
1968
1969
1971
1970
1968
1970
1970
1969
1968
1968
1968
1968
1969
1965
1965
1968
1968
1968
1968
1971
1968
19 69
19 69
1970
1968
1968

7.7
6.0
11.5
10.8
8.1
5.0
20.6
9.5
5.5
6.4
9.7
11.0
5.2
1.7
8.5
7-7
3.5
13.0
14.0
6.0
6.3
13.1
5.6
9.0
9.0
11.2
13.0
4.8
5-0
5.0
20.0
9.8

African Development Bank* Report by the
Board of Directors of the African Development
Bank covering the period from 1st January to
31st December 1973*
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Appendix B
Aid and cooperative agreements made in the 1970's
between African countries and development financ
ing institutions no+ discussed in the thesis.
Country

Donor

Amount

Algeria
Botswana
Cameroon

World Bank
Norway
France

Central Afri
can Republic
Chad
Ghana

France
IMF
Canada

Ivory Coast

Canada

Kenya
Kenya
Kenya

CDC
Norway
W. Germany

Kenya
Kenya
Kali

IDA
World Bank
France

Mauritania

France

Mauritania
Mauritania
Mauritius
Morocco
Morocco
Rwanda
Senegal
Sudan

IDA
US
France
IDA
IDA
Iran
IDA
IDA
China (CPR)

1.4m. French
francs
550m.
>30m.
>6. 3m.
$3m.
L 12m.

Sudan
Sudan

IDA
W. Germany

$10.7m.
$26m.

Swaziland

USAID

$ 750,000

Togo

France

Tunisia
Upper Volta
Upper Volta

World Bank
IDA
France

34.4m CFA
francs
$2 3m.
$8m.
10.8m CFA
francs

$157.5m
11m. Kroner
589.1m CFA
francs
175M. CFA
francs
$3-3m.

$1.lm.
2,600 m. CFA
francs
$5•5m.
$lm.
I 16.3m.
$21.5m.
$10.4m.
150m. Mali
francs
$lm.
$1.lm.

$8.6m.

Purpose
Ports, railways, power
Technical assistance
Development projects
Fort developments
and road studies
Standby loan
Livestock research, and
veterinary research
Power projects and
School TV
Tea development
Veterinary studies
Development loan and
technical assistance
Livestock development
Tea factories
Power
Education, health, and
agricultural projects
Irrigation
Sugar refinery
Training projects
Phosphate factory
Agricultural projects
Highway project
Industry and tourism
Roads, bridges and
textiles
Agricultural projects
Railways and water
supplies
Agricultural develop
ment
Refuse disposal and
agriculture
Water supplies
Agricultural projects
Hydrological Research
and water supplies
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Appendix B (continued)

Country

Donor

A m o u n t __

UR Tanzania

Denmark

Shs. 39m.

UR Tanzania
«r>
ui\
UR Tanzania

Norway
u n d p /f a o

Shs. 350m.
IT 13,7*Sin.
LT 640,000

UR Tanzania
UR Tanzania
Zaire
Zambia

W. Germany
Yugoslavia
UNDF/FAO
Sweden

Shs. 44lm.
Shs. 735m.
$5m.
K6.?m.

TTTi

Ci t r o H o n

Purcose
Sugar and cement
factories
Development aid
Development aid
Fisheries, minerals,
and livestock
Technical assistance
Power station
Agricultural Projects
Technical co-operation
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Appendix C
The African Development Bank's member states
and their voting power as of 1973*
Voting Power

Country
Algeria
Botswana
Burundi
Cameroon
Cen. African Republic
Chad
Congo
Dahomey
Egypt
Ethiopia
Gabon
Gambia
Ghana
Guinea
Ivory Coast
Kenya
Lesotho
Liberia
Libya
Malawi
Mali
Mauritania
Morocco
Niger
Nigeria
Rwanda
Senegal
Sierra Leone
Somalia
Sudan
Swaziland
Tanzania
Togo
Tunisia
Uganda
Upper Volta
Zaire
Total

3,075
725
7^5
1,025
725
785
775
765
3,625
1,655
925
725
1,905
875
1,225
1,225
725
885
3,625
825
855
735
2,135
785
3,035
74-5
1,175
835
8^5
1,635
785
1,255
725
1,315
1,085
755
1,925
4-9,390

r'ercentage
total vot
6.22
1.4-7
1.51
2.0 7
1.4-7
1.59
1.57
1.55
7.3^
3.35
1.87
1.4-7
3.86
1.77
2.4-8
2.4-8
1.4-7
1.79
7-3^
1.67
1.73
1.4-9
4-. 341-59
6. l4
1.51
2.38
I .69
1.71
3.31
1.59
2 .541.4-7
2.66
2.20
1.53
3.90
100.0
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Appendix D
Excerpts from the Agreement establishing
the African Development Bank
Chapter 1 - Purpose, Functions, Membership and Structure
Article 1:
Purpose

The purpose •?£ the Bank shall be to contribute
tothe economic development and social progress
of its members ~ individually and jointly.

Article 2:1- To implement its purpose, the Bank shall have
Functions
the following functions:
a. to use the resources at its disposal for:
the financing of investment projects and pro
grammes relating to the economic and social
development of its members, giving special
priority to:
I. projects or programmes which by their
nature or scope concern several members; and
II. projects or programmes designed to make the
economies of its members increasingly com
plementary and to bring about an orderly
expansion of their foreign trade;
b. to undertake, or participate in, the selection,
study and preparation of projects, enterprises
and activities contributing to such develop
ment;
c. to mobilize and increase in Africa, and outside
Africa, resources for the financing of such
investment projects and programmes;
d. generally, to promote investment in Africa of
public and private capital in projects or
programmes designed to contribute to the eco
nomic development or social progress of its
members;
e. to provide such technical assistance as may be
needed in Africa for the study, preparation,
financing and execution of development projects
or programmes; and
f. to undertake such other activities and provide
such other services as may advance its purpose.
2. In carrying out its functions, the Bank shall
seek to co-operate with national, regional and sub
regional development institutions in Africa.
To
the same end, it should co-operate with other inter
national organizations pursuing a similar purpose
and with other institutions concerned with the
development of Africa.
3. The Bank shall be guided in all its decisions by
the provisions of Articles 1 and 2 of this Agreement.
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Article 3»

Membership and geographical area.
1- Any African country which has the status of an
independent state may become a member of the Bank.
It shall acquire membership in accordance with
paragraph 1 or paragraph 2 of Article 64 of this
Agreement.
2- The geographical area to which the membership and
development activities of the Bank may extend (re
ferred to in this Agreement as 'Africa' or 'African',
as the case may be) shall comprise the continent of
Africa and African islands.

Article 4 i

Structure
The Bank shall have a Board of Governors, a Board
of Directors, a President, at least one VicePresident and such other officers and staff to per
form such duties as the Bank may determine.

Chapter II - Capital
Article 5:

Authorized capital.
1- The authorized capital stock of the Bank shall be
250,000,000 units'of account.
It shall be divided
into 25,000 shares of a par value of 10,000 units
of account each share, which shall be available for
subscription by members.
b. The value of the units of account shall be
O. 88867O88 gramms of fine gold.
2- The authorized capital stock shall be divided into
paid-up shares and callable shares. The equivalent
of 125 ,000,000 units of account shall be paid up,
and the equivalent of 125 *000,000 units of account
shall be callable for purpose defined in paragraph
4.a. of Article 7 of this Agreement.
3- The authorized capital stock may be increased as
and when the Board of Governors deems it advisable.
Unless that stock is increased solely to provide
for the initial subscription of a member, the
decision of the Board shall be adopted by a twothirds majrrjity of the total number of Governors,
representing not less than three-quarters of the
total voting power of the members.

Article 61

Subscription of shares.
1- Each member shall initially subscribe shares of the
capital stock of the Bank.
The initial subscrip
tion of each member shall consist of an equal
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number of paid-up and callable shares. The
initial number of shares to be subscribed by a
State which acquires membership in accordance
with paragraph 1 of Article 6^ of this Agree
ment, shall be that set forth in its respect
in Annex A to this Agreement, which shall form
an integral part thereof. The initial number
of shares to be subscribed by other members
shall be determined by the Board of Governors.
2- In the event of an increase of the capital stock
for a purpose other than solely to provide for
an initial subscription of a member, each member
shall have the right to subscribe, on such uniform
terms and conditions as the Board of Governors
shall determine, a proportion of the increase of
stock equivalent to the proportion which its
stock theretofore subscribed bears to the total
capital stock of the Bank. No member, however,
shall be obligated to subscribe to any part of
such increased stock.
3- A member may request the B?nk to increase its
subscription on such terms and conditions as the
Board of Governors may determine.

k - Shares of stock initially subscribed by States
which acquire membership in accordance with
paragraph 1_ of Article 64- of this Agreement
shall be issued at par.
Other shares shall be
issued at par unless '
Board of Governors by
a majority of the total voting power of the
members decides in special circumstances to issue
them on other terms.
5- Liability on shares shall be limited to the
unpaid portion of their issue price.
6- Shares shall not be pledged nor encumbered in
any manner. They shall be transferable only to
the Bank.
Chapter V - Organization and Management
Article 35* Voting
1- Each member shall have 625 votes and, in addi
tion, one vote for each share of the capital
stock of the Bank held by that member.
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2- In voting in the Board of Governors, each
governor shall he entitled to cast the votes
of the member he represents. Except as other
wise expressly provided in this Agreement, all
matters before the Board of Governors shall be
decided by a majority of the voting power repre
sented at the meeting.
3- In voting in the Board of Directors, each
director shall be entitled to cast the number
of votes that counted towards his election,
which votes shall be cast as a unit. Except as
otherwise provided in this Agreement, all matters
before the Board of Directors shall be decided by
a majority of the voting power represented at
the meeting.
Chapter IX - Final Provisions
Article 64i

Ratification, acceptance, accession and
acquisition of membership.
1- a. This agreement shall be subject to ratification
or acceptance by the Signatories. Instruments
of ratification or acceptance shall be deposited
by the Signatory 'Governments with the Depository
before July 1965• The Depository shall notify
each deposit and the date thereof to the other
Signatories.
b. A State whose instrument of ratification or
acceptance is deposited before the date on
which this Agreement enters into force, shall
become a member of the Bank on that date. Any
other Signatory which complies with the provi
sions of the preceding paragraph shall become
a member on the date on which its instrument
of ratification or acceptance is deposited.
2. States which do not acquire membership of the
Bank in accordance with the provisions of paragraph 1.
of this Article may become members - after the
Agreement has entered into force - by accession
thereto on such terms as the Board of Governors
shall determine. The Government of any such State
shall deposit, on or before a date appointed by
that Board, an instrument of accession with the
Depository, who shall notify such deposit and the
date thereof to the Bank and to the Parties to
this Agreement. Upon the deposit, the State shall
become a member of the Bank on the appointed date.

Source*

Agreement establishing the African Development Banki
African Development Bank, Abidjan, Ivory Coast.
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Appendix E
African Development Banki

Historical Events

Year

Events

I960

Tunis All-African People's Conference.
First public discussion of the idea of
a continental development bank.

1961

Feasibility studies on the setting up of a
regional bank by multinational panel of experts.

-

1962

United Nations Economic Commission for Africa
sets up Special Committes of non member
states to begin making arrangements to
establish the African Development Bank.

1963, August*

Conference of African Ministers of Finance
in Khartoum approves formation agreements of
the Bank.

1964, September!

Formation agreement comes into force; 65 per
cent of authorized capital stock subscribed.

November!

Inaugural meeting of Board of Governors held
in Lagos, Nigeria.
First President, VicePresidents and Directors elected and Abidjan,
Ivory Coast, selected as the Headquarters
of the Bank.

1965, Marchi

Installation of Bank's Headquarters in
Abidjan.

1966 , April!

Second annual meeting of Board of
Governors in Abidjan.

Julyi
1967, Augusti
October!

The Bank starts operations.
Third annual meeting of the Board of
Governors held in Abidjan.
Co-operative programs agreed with Food
and Agricultural Organizations.

19681 Augusti

Fourth annual meeting of Board of
Governors held in Nairobi, Kenya.

1969, Junei

Co-operation agreement with UNESCO

Augusti

Fifth annual meeting of Boardoof Governors
held in Freetown, Sierra Leone.
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1970, Augusti

Sixth annual meeting of Board of Governors
held in Fort Lamy, Chad.

1971, Marchi

Ratification by Board of Governors of Co
operation agreement between the Bank and
Organization of African Unity (OAU).

July:
1972, Aprili

Seventh annual meeting of the Board of
Governors held in Kampala, Uganda.
Potential contributors to the AFRICAN DEVEL
OPMENT FUND met in Paris and approved the
draft ADF Agreement.

July:

Eighth annual meeting of Board of Governors
held in Algiers, Algeria. The Board of
Governors adopted a declaration calling for
an African Ministerial Conference to define
a common African position on monetary pro
blems and development.

November:

Conference of Plenipotentiaries on the sig
nature of the Agreement establishing the
African Development Fund held in Abidjan.

1973, May:

July:

197^, March:

First African Ministerial Conference of
Trade, Development and Monetary problems,
organized jointly by the Bank OUA, ECA and
Association of African Central Banks, held
in Abidjan.
Ninth annual meeting of the Board of Gover
nors held in Lusaka, Zambia.
Inaugural
meeting of the African Development Fund.
African experts met at the Bank's head
quarters to exchange views on the estab
lishment of the proposed African Reinsurance
Corporation and appointed a coordination Com
mittee of non members to elaborate the final
documents of the project.

June:

Ratification by the Board of Governors of
Cooperation agreement between ADB and WHO

July:

Tenth annual meeting of Board of Governors
held in Rabat, Morocco. Authorized capital
of the Bank increased to U.A 400 million.
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197^» Julyi

Novemberi

Source:

First annual meeting of the Board of
Governors of African Development Fund
held in Rabat, Morocco.
Celebration of the Tenth Anniversary of
the African Development Bank.

African Development Banki An Instrument for the
Promotion of Economic and Social Progress in Africa,
African Development Bank, Abidjan, Ivory Coast,
197^i PP. 1 0 -1 1 .
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